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The aim of this Supplement is to give our readers a 
summary of the principal data relating to the economic 
life of the Danubian countries, and, in particular, to out- 
line the progress of economic reconstruction in a part of 
Europe which was particularly affected by the war and 
the Treaty settlement. These States, old and new, have 
nany problems in common. An attempt has, therefore, 
been made to treat the region as a whole; to give a short 


I.—THE DANUBIAN STATES. 


The work of economic reconstruction in the Danubian 
Succession States is still far from complete. Four and 
a-half vears of war played havoc with the whole region. 
Vast areas actually came within the fighting zone, and 
countries like Serbia and most of the Old Kingdom of 
Roumania suffered from the extortions of hostile armies 
of occupation. This, as is only too often forgotten in 
more favoured lands, was the prelude to national 
independence: to a redrawing of frontiers which, even in 
normal times, would of itself have been the source of very 
considerable difficulty in the economic sphere. More- 
over, the old economic order had broken down under the 
strain of the war, while the new did not even exist on 
paper in the vear of grace 1918. 

Under the old régime, by far the greater part of this 
Danubian area acknowledged the sway of the Habsburgs. 
It is this fact, combined with a certain natural unity 
given to the whole region by the River Danube, which 
calls for a general survey of the six Danubian countries— 
Austria, Czechoslovakia, Hungary, Roumania, Bulgaria 
and Jugoslavia—despite the great variety in economic 
development and general civilisation. History and geo- 
graphy combine to justify such a procedure, though 
it must be admitted that variations in local frontiers, no 
less than the general inaccuracy of official figures, make 
it difficult to give a reliable series of statistical pictures. 
The following summary of the Austro-Hungarian 
monarchy, together with the three Balkan States which 
touch the Danube, as comprised within the frontiers 
established in 1878, and the former Russian province of 
Bessarabia, will serve as an introduction to our subject :— 


THE Danuspian Lanps in 1910, 


| Area. 














Population. Railways. 
Country. Thous. | Per _ |Miles per 
J Ss. 
Square | afittins) Square | “Nites, 1:9008a, 
Miles. | Mile ‘Miles. 
mclaren coal immanent ait 
Austrian Empire ...... 1158 | 286 247 14-1 121 
Austria (excluding) —-—-—— ——___. —____ —___ 
Galicia) ...ccccese..| 855 | 20:5 240 = s «115 135 
Ee karita nasa 1256 | 209 166 | 12:8 102 
Bosnia-Herzegovina ..| 198 19 9 Ill 54 
Roumania........00 50:5 7-0 138 2:2 44 
Bessarabia ........e006 17-6 2-4 139 0:5 31 
Bulgaria ........ oe 37:2 4:3 1606) «Ll 28 
SEY cwadiswaedansins | 186 29 156 | 0-4 23 
Total Danubian Lands; | ——___ ————_- ————_ 
(excluding Galicia) .| 3548 | 599 169 296 83 


These figures, naturally, relate to the areas of the Balkan 
States prior to the outbreak of the Balkan Wars, which, 
incidentally, completely disorganised the _ statistical 
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account of the particular features of each State in turn; 
and, lastly, to review the general tendencies of the past 
seven years for the light they throw on the factors 
determining the course of further reconstruction in the 
future. The Supplement has been prepared by 
Mr I, L. Evans, M.A., Fellow of St. John’s College, 
Cambridge, and Lecturer in the Economics of South- 
Eastern Europe at King’s College, London. 


returns of the States concerned. They thus exclude Mace- 
donia (‘* Southern Serbia ’’) and the net additions made 
to Bulgarian territory in 1912-13. It should, however, be 
added that they include those parts of the old Austria 
which were ceded to Italy. 

For our present purpose it will suffice to point out that, 
taking these lands as a whole, approximately two-thirds 
of the total area and something less than three-quarters 
of the total population was under Habsburg rule. With 
the exception of Bosnia, the density of population was 
here greater, and the railway equipment much more 
developed, than in the small national States. Industry 
Was expanding rapidly in the Dual Monarchy in the 
decade leading up to the war, for something in the nature 
of an ‘‘ industrial revolution,’’ to use a much-abused 
term, was then taking place in the lands of the Middle 
Dunube. Around the Habsburg dominions themselves a 
high tariff wall had been built, and, within this, there was 
also a common currency system, and, to some extent, a 
common system of law and administration. It is true, 
however, that ever since the famous ‘* Compromise ’’ 
of 1867, the kingdom of Hungary had been forging ahead 
on its own lines. In particular, its railway system was 
quite distinct from that of Austria and what were vir- 
tually discriminatory railway rates formed one of the 
many weapons with which the Magyars were busily 
building up a specifically national Hungarian industry. 
Moreover, the two halves of the Dual Monarchy had 
different tariff interests (as witness, for example, the 
burning question of duties on iron), and in this, as in 
many other economic matters, the gulf between Buda- 
Pest and Vienna was growing steadily wider in the years 
immediately preceding the war. The fate of the ten- 
yearly agreement between the two countries, which was to 
have come up for revision in 1917, was in some doubt 
before the outbreak of hostilities. In other words, 
economic nationalism was already rampant in the Habs- 
burg dominions by 1914, though the principal line of 
cleavage was the frontier separating the Austrian half of 
the Empire—that curious conglomerate stretching from 
the Bucovina in the far North-East, through Galicia, the 
lands of the Bohemian Crown, Austria proper, and the 
Slovene country to Dalmatia and the Montenegrin border 
in the South-East—and the compact kingdom of St 
Stephen, whose economic life was being centred more and 
more on Buda-Pest and the Middle Danube. This line, 
be it noted, cut across the ethnic limits of Roumanians, 
Czechoslovaks, and Southern Slavs, and was far from 
being acceptable to the majority of the subjects of Francis 
Joseph. Moreover, the national frontiers of Roumania 
separated the Roumanians of the old kingdom from their 
fellows in Transylvania and the Bucovina; while the 
Danube and the Save at Belgrade cut off the little 
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kingdom of Serbia from millions of Serbs and Croats who 
lived under Habsburg rule. 

It is clear, then, that the abundance of frontiers and 
the predominance of economic nationalism are no new 
features of Danubian economic life. From the economic 
point of view, however, it is interesting to remember that 
the changes that were taking place in the old Dual 
Monarchy in consequence of the existence of this frontier 
between the two halves of the Habsburg dominions, 
were geographically not the same those which 
have come as a result of the Peace Conference. 
Moreover, the Austro-Hungarian Empire had _ itself 
existed in its dual form since 1867, while the modern 
economic development of Austria and of Hungary had 
both been directed with a view to the furtherance of a 
political system. 

By the end of 1918 the old order had collapsed. 
financial position was more than precarious; the transport 
services were completely disorganised; and agriculture 
and industry were alike exhausted after the excessive 
burdens that had been laid upon them by the war. It 
was, therefore, from the ruins of the old order that the 
new was to arise, and that during a period of general 


as 


impoverishment in most parts of the world which inflation | 


and profiteering made to appear like prosperity. From 
these inauspicious beginnings, and in spite of a whole 
series of blunders due to generations of suspicion and 
hatred no less than to inexperience and ignorance, a new 
economic system is gradually being evolved in the 
Danubian lands. 

Before considering the general work of reconstruction 
which has already been accomplished, it may be as well 
to begin by summarising the available data relating to the 
area and population of the six Danubian countries in their 
new form. These statistics vary considerably in reliability, 
while the figures relating to Roumania are estimates only, 
as no census has been taken since the war. Moreover, 
the returns as to the relative share of the rural and the 
urban elements in the total population are not strictly 
comparable with one another, owing to different methods 
of calculation. The following table does, nevertheless, 
give a sufficiently accurate general picture of these coun- 
tries, while a comparison with the corresponding figures 
for Germany and France is not without interest :— 


Area Population. 
Thous, ied aici 
Square ’ Per Per- 
Miles. | Census ae Square centage 
of (Millns.) Mile. Rural 


Austria . 
Ozechoslovakia ........ 
Hungary.... 
Roumania ......... bee 
Bulgaria ...........00. 
Jugoslavia ........00.. 


CwWSOSOAaN 


~ 


Total Danubian States 


aw | 
| 
on] & 


France..... 


; 1919 
* Estimate. 


It will be seen that, although the area of the Danubian 
region as a whole is over twice that of Germany, the 
average density of population is only half that of the 
Reich. Conditions, from this point of view, remind one 
rather of the situation in the Germanic States towards the 
middle of last century. At the same time, it may come as 
something of a surprise to see that, in three of these 
Danubian States, the population per square mile is con- 
siderably in excess of that of France. 

From the point of view of density of population and 
general economic development the Danubian States fall 
into two main groups. Urbanisation has proceeded 
furthest in the two Western States of Austria and Czecho- 
slovakia. The figure of density of population in the case 
of Austria would be much higher than it is but for the 
great expanse of Alpine land, which is included in the 
territory of the Republic. Both countries possess highly 
developed industries which, in Habsburg days, had grown 
up, in large measure, in mutual interdependence upon one 
another. Hungary, which in many respects occupies a 
position intermediate between Austria and Czecho- 


The ; 


| latter case. 


— 


slovakia on the one hand and the countries of the Lower 
Danube on the other, is predominantly an agricultural 
country. Its territory, however, is rich and, in the main, 
thickly settled, while the industrial life of the c uNtry is 
already past the initial stages. In all these three States 
the population is over 200 to the square mile. 

To the other group belong Roumania, Bulgaria, and 
Jugoslavia. The new kingdom of Roumania i 1s easily the 
largest in area of all these countries and has the 
largest total population. Indeed, Roumania, an over 
114,000 square miles, is almost as large as the old Aus. 
trian half of the former Empire, which had an area of 
115,832 square miles. The country, however, despite its 
great natural resources, is relatively under-populated, and 
remains predominantly agricultural. The low density of 
population in Bulgaria and Jugoslavia is clearly due, above 
all, to the very mountainous nature of these two countries, 
though it seems certain that there is considerable scope 
for further economic development, more especially in the 
In all three countries the process of urbanisa- 
tion has not as yet proceeded very far, and industry on 
a factory basis is as yet in its infancy, with one or two 
prominent exceptions, such as the Roumanian oi! industry 
and the ironworks at Reshitza in Transylvani 
formerly belonged to the Hungarian State. 

A further guide to the general economic development cf 
these countries is afforded in the following table, which 
summarises the position in regard to railway transport :— 


also 


which 


RAILWAYS. 


Approximate Mileage. 


Per 10,000 


Inhabitants. 


Thousand 


Miles of Line... Pet 1,000 


“Sc qua ire Miles 
of Area. 


Country. 


127 
156 
150 
64 
41 
65 


88 


25°8 121 
34:3 188 
Here, again, it will be seen that Germany, wit! an area 
less than half that of the Danubian region, has a greater 
railway mileage, while the three Western Danubian States 
have a greater railway equipment, per 1,000 square miles 
of area, than has France. On the other hand, the dis- 
tinction between the Western and the Eastern group of 
Danubian States is even more marked in this table than it 
was in the case of the figures of population, which were 
given earlier. 

This rough survey of general economic development 
should be borne in mind when we come to consider the 
main trends of reconstruction in these countries. Gener- 
ally speaking, it is natural to expect that a wholesale re- 
drawing of frontiers will lead to greater disturbance in 
an advanced than in a more primitive economic society. 
Industrial countries like Austria and Czechoslovakia will 
be likely to be faced with more difficult problems than the 
rural lands to the South and East; and this remains true 
even when allowance has been made for the greater direct 
war losses suffered by Roumania and Serbia. 


I1.—CURRENCY STABILISATION. 


No sphere of economic life attracted quite so much 
public attention in the years immediately following the war 
as did that of currency ‘and exchange. The Central Powers 
had financed military operations very largely by recourse 
to almost unlimited inflation. The actual note cir- 
culation of the Austro-Hungarian Bank, which stood ‘ 
2,325 million crowns at the end of June, 1914, rose to 
5,137 millions by the end of that year; to 10,889 millions 
by the end of 1916; and to 35,589 millions by the end of 
1918. This wholesale inflation was only partially reflected 
in the Ziirich rate for the crown. The average of 104f 
79c Swiss for 100 crowns in 1913 had only fallen to an 
average of 44f 4oc Swiss for the last year of hostilities. At 
the very best, therefore, the Austro-Hungarian Succession 
States found themselves faced with a greatly inflated and 


Czechoslovakia 
Hungary 
Roumania 
Bulgaria 
Jugoslavia .. 
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! rapidly depreciating currency at the very difficult moment 
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of national reconstruction. By the end of 1918, indeed, 
the value of the crown had fallen to about a quarter of its 
parity, and, moreover, State deficits continued to be met 
by ever-increasing issues of new banknotes. The old order 
had broken down, and the Austro-Hungarian Bank was 
quite unequal to the problems of the new situation, 


CZECHOSLOVAKIA, 

The first move towards a restoration of sane financial 
conditions was made by the new Czechoslovak Republic 
under the leadership of its energetic Finance Minister, 
Dr Rasin. The sudden stamping of all the Austro-Hun- 
garian banknotes on Czechoslovak territory in February, 
191g, led to the establishment of an independent exchange 
rate for the Czechoslovak crown and the Banking Office of 
the Ministry of Finance in Prague took over the admini- 
stration of the notes circulating in Czechoslovakia. At the 
time of stamping, one-half of the private holdings of bank- 
notes was withheld and converted compulsorily into non- 
transferable State bonds bearing interest at the rate of 
1 per cent. This measure, which did not apply to public 
funds or to such liquid funds of the banks as were 
advanced to the State on current account, reduced the 
total note circulation on Czechoslovak territory by about 
one-third. The resultant stringency on the money market 
was met by the issue of notes against bills of exchange and 
loans. In this manner the market itself came largely under 
the control of the Banking Office and the first step was 
taken towards establishing a new national currency. 

To meet the Treasury bills and current accounts that 
had been taken over by the State, and to pay off the 1 per 
cent. bonds which had been withheld on stamping, a 
capital levy and increment tax was introduced early in 
1920, though it was some years before the proceeds began 
to flow in in really appreciable amounts. Of greater im- 
mediate importance were the various measures adopted to 
increase revenue and diminish expenditure on State ad- 
ministration, which finally led to a balancing of the Budget 
in 1921, 

Meanwhile the new currency had been fluctuating rather 
violently. The lowest quotation of 4 Swiss centimes had 
been reached in 1919. In the following year it moved for 
a considerable period round about 10 centimes, only to 
fall again in 1921, when at one moment it actually stood 
as low as 6 centimes, owing to the political uncertainty 
resulting from the attempted restoration of the Habsburgs 
in Hungary. Immediately after the war the country was 
importing raw materials in large quantities, though the 
boom in trade during 1921 greatly helped Czech exporters. 
It was not until the third quarter of that year 
that the Czech crown broke away from the German mark, 
which had been leading the new Central European cur- 
rencies in their downward rush; while, over the turn of 
the year, the new Republic achieved a favourable trade 
balance for the first time. In the first half of 1922 the 
crown rose as high as 12 centimes, and the loan which was 
successfully issued upon the London market towards the 
middle of that year drove the exchange up still further 
to about 19 Swiss centimes. 

To ensure that this advance should be well maintained, 
the Government decided upen a policy of deflation, and 
this was carried out with considerable vigour. Some idea 
of the currency and banking side of this process is given 
in the following brief summary :— 


(In Millions of Czech Crowns.) | 





. : Cumulative 
aa |e gy Bills __ [Net Proceeds 
January. Circulation. | Holdings. Discounted. | of — 

| | 4evy. 
Ee ee ecmiennicieaiamanin 
SE Kaknnasasie 10,888 330 1,794 | 205 
. ——oe 11,230 1,444 1092 | 862 
EMP tk enassees 9,222 1,230 496 2,157 
BBE ath esate 8,810 2,165 722 | 3,462 
WBE is einrciearee 7,917 1,672 1,083 | 4,128 
J 7,245 2.251 1113 | 4,722 


(he cumulative net proceeds of the capital levy do not, 
of course, represent any very considerable sum = when 





compared with the total budget receipts for meeting 
current expenditure during these years (cf. p 16). They 
have been included in this table as representing an impor- 
tant stage in the gradual liquidation of the difficult 
currency situation which was inherited from the days of 
the old Dual Monarchy. 

The general consequences of the policy of deflation, 
which lasted throughout 1922 and 1923, will be considered 
later. By the following year, however, the idea of forcing 
up the value of the currency still further was definitely 
abandoned, and since then the exchange rate has been 

maintained at around 30 Czech crowns to the dollar. 

The fail in world prices has naturally been reflected in 
Czechoslovakia, and this, in turn, has led to a gradual 
reduction in the note circulation. The currency position 
now appears to have been definitely stabilised, and the 
introduction of a legal gold standard is only a matter 
of time. It may be added that, in April last, a new 
National Bank of Issue commenced operations, and the 
former Banking Office thus came to an end. 


AUSTRIA. 


In marked’ contrast with Czechoslovakia, where 
the nation’s will to live made itself felt almost from 
the start, even when serious financial sacrifices were 
demanded from the individual citizen, is the story of 
currency stabilisation in Austria, that tiny remnant of a 
once mighty Empire. As we have seen, the policy 
initiated by Dr Rasin was based on the assumption that 
the final solution of the currency question could only be 
achieved when the whole complex of economic and finan- 
cial problems had first been solved. In so far as any 
clear view was held at all in the new Austria, this theory 
also found acceptance there. Before very long, however, 
it became abundantly clear that Austria was most unlikely 
to succeed in the difficult task of economic reconstruction 
if left to her own unaided resources. 

The Austro-Hungarian Bank continued its war-time 
policy of inflation. The Austrians appeared willing to go 
on printing so long as any foreigner was prepared to give 
more for the notes than they actually cost to produce. 
Vienna became a prey to international speculators of the 
most dubious character, and the phenomenon of an 
exchange rate falling even faster than prices could rise 
became the order of the day. At the beginning of 1920 
1oc Austrian crowns were still worth 2.25 Swiss francs 
at Zirich. By the following January this figure had 
fallen to 1.30 Swiss francs, while in January, 1922, 100 
crowns were only worth 8 centimes. From the start the 
Austrians themselves had no confidence in their own 
currency, and the catastrophic fall which took place 
during the summer of 1922, when the dollar rate actually 
rose as high as 83,600 crowns (August 25th), made it 
perfectly clear that international action alone could save 
the situation. 

As early as the previous summer the Financial Com- 
mittee of the League of Nations had made a study of the 
Austrian situation, and had recommended a far-reaching 
scheme of financial reconstruction. It was not possible, 
however, to obtain the credits which formed an essential 
part of the scheme until the various Governments which 
had claims against Austria, whether in respect of relief 
credits, reparations, or the cost of the armies of occupa- 
tion, were prepared to forgo them, and thereby free the 
assets. Great Britain, France, Italy, and Japan had 


| already done so in March, but the necessary consent of 


the other Governments was not obtained until the summer 
of 1922. Meanwhile, Great Britain had advanced 2} mil- 
lion sterling, all of which was swallowed up in the first 
half of the year, and credits made available by France, 
Italy, and Czechoslovakia had, in large measure, met with 
a similar fate. 

In August, 1922, the question came once more before 
the League, and the Financial Committee stressed the 
essential importance of reforming the various State enter- 
prises (which between them involved an annual loss of 
nearly 7 millions sterling), together with a wholesale 
reduction in the number of officials. It also considered 
that the Customs and tobacco monopoly alone would 
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provide sufficient security for the service of the proposed 
loan. Everything depended, therefore, upon the accept- 
ance by the Austrian Government itself of a certain well- 
defined measure of outside control over its own internal 
affairs in order to guarantee that the reconstruction plan 
should, in fact, be carried through. 

By October 4, 1922, an arrangement was arrived at, 
and the complete scheme, comprising three Protocols, 
with their annexes, was concluded and signed at Geneva 
by the Governments of Great Britain, France, Italy, 
Czechoslovakia and Austria. It is not possible here to 
give more than the merest outline of the organisation and 
working of the League plan, which led immediately to 
currency stabilisation, laid the basis for a new organisa- 
tion of Austrian economic life, and is, perhaps, above all 
important in that it constitutes a significant new departure 
in international relations. 

Austria undertook to carry out a programme of reform, 
both by reducing expenditure and by increasing the 
revenue from taxation, which was expected to lead to a 
balanced Budget by 1924. The deficit anticipated during 
the first two years of reconstruction was to be covered by 
a loan guaranteed by certain foreign Governments. In 
particular, Great Britain, France, Italy, and Czecho- 
slovakia between them undertook to guarantee a little 
over four-fifths of the sum required. 

On the other hand, the Austrian Government surren- 
dered its right to issue paper money, and undertook not 
to negotiate further loans without special authorisation. 
For the future, the currency of the country was to be 
under the control of a new bank of issue. 

To ensure that the scheme should be properly applied, 
the Council of the League of Nations was to appoint a 
Commissioner-General, who would be an officer of the 
League and would live in Vienna in order to supervise the 
actual work of reconstruction. He was to be aided by a 
‘*Committee of Control of the Guaranteeing Govern- 
ments’’ to look after their special interests. The rights 
and powers both of the Commissioner-General and of this 
Committee were, naturally, clearly defined. 

A special delegation appointed by the Council of the 
League arrived in Vienna in October, 1922, charged with 
the preliminary work of supervision, and on Decem- 
ber 15th of that year Dr Zimmerman, the Commissioner- 
General, entered upon his duties in Austria. Meanwhile, 
the Austrian Government had passed the necessary legis- 
lation envisaged in the Geneva Agreement, and the 
reconstruction plan was in full swing. 

The acceptance of the League scheme had an imme- 
diate effect upon the Austrian currency. As we have 
already seen, the dollar rate reached its maximum 
towards the end of August, 1922. The Geneva dis- 
cussions were at once instrumental in restoring confi- 
dence, and the crown actually appreciated. On Novem- 
ber 18th the inflationary issue of notes by the Government 
itself came to an end, and from that time up to the present 
the variations in the value of the Austrian currency on 
the New York market have not exceeded 1 per cent. 

A further step was taken in an Austrian Federal law 
of December 20, 1924, which established the schilling as 
the new currency unit. This is equal to 10,000 paper 
crowns, and has a par value of 34.584 to the pound ster- 
ling. It was introduced for almost all public purposes in 
the following March, and during the course of the year 
iG25 became the universal medium of circulation. 

The further progress of the reconstruction scheme in 
the realm of public finance will be referred to in a later 
section. For the present it is interesting to note that 
the introduction of a stable exchange for the national 
currency was made at a time when its external purchasing 
power had fallen far below the internal. No attempt was 
made to force up the value of the crown on foreign 
centres, and so, reckoned on the new basis, with prices 
rising towards the general world level, the country was 
faced with a considerable shortage of currency. An 
increase in the note issue, now that it would no longer be 
used to make good a Budget deficit, became both 
possible and desirable, and, provided that it did not 
proceed too rapidly or too far, would not affect the 
exchange value of the currency. A short summary of the 
relevant entries in the balance-sheets of the Austrian 
National Bank, which was opened on January 2, 1923, is 
given in the following table :— 


(In Million Schillinge.) 


Assets. 


Liabilities. 


First Week ————— 
of | Bank 
Notes. 


405 


Call De- State | 

posits, &e. Debt. | 
256 
255 
253 
224 
218 
203 
188 
183 | 


Cash | Bills Dis- 
Reserve. | counted, 


Jan., 1923 . 
July, 1923 .. 537 | 
Jan., 1924 .. 681 
July, 1924 .., 776 
Jan., 1925 .. 790 | 
July,1925 .. 805 | 
Jan., 1926 .. £26 

July, 1926 . 844 


120 | 73 
283 70 
437 | = 125 
335 | 319 
352 | ~s(182 
445 | 86 
502 167 
533 85 


It will be seen that the cash reserve has increased about 
twice as fast as the note issue, while there has been a 
steady diminution in the volume of State debt held as 
security for the notes themselves. The movements in 
bills discounted reflect the extent to which the bank has 
been obliged to step in and help the market through its 
worst difficulties. During the first half of 1924 the 
country passed through a serious financial crisis, due in 
no small measure to the unsound speculation prevailing 
on the Stock Exchange and to considerable profit-taking 
by foreigners and others, but actually precipitated by the 
speculation in the French franc which came to a climax 
in April. At this period the National Bank discounted 
fairly freely, but immediately thereafter withdrew to its 
proper sphere as a National Bank. A similar policy was 
adopted, but on a much smaller scale, during the severe 
economic depression which characterised the second half 
of 1925 and the first few months of the present year, 
though now things are nearer normal once again. 

The contrast between the process of currency stabilisa- 
tion in Austria and Czechoslovakia is very striking.  !n 
the latter case the equilibrium of revenue and expenditure 
came first, to be followed by the achievement of a favour- 
able balance of trade. These things accomplished, a 
foreign loan was used, in part, at least, to force up the 
exchange value of the Czech crown. After two years of 
deflation, a policy of stabilisation was adopted, and the 
final adoption of a definite rate of convertibility into gold 
is now only a matter of time. In Austria this process was 
reversed. The prospects of a foreign loan arrested the 
downward rush of the crown, while the proceeds enabled 
budgetary equilibrium to be established. Moreover, 
stabilisation was followed by an increase in the amount 
of money in circulation. The foreign trade situation 
remains a matter of some anxiety, but the convertibility of 
the new currency seems amply guaranteed by the reserves. 
Finally, while Czechoslovakia struggled through to more 
normal conditions by taking the financial situation in hand 
in good time, Austria was only saved from imminent 
disaster by the application of an interesting plan of 
international control over some of the most important ot 
her own internal affairs. 


HUNGARY. 

The currency history of the new Hungary affords many 
interesting points of contrast and of resemblance with 
that of Austria. The problem of economic readjustment 
in a predominantly agricultural State like Hungary was, 
of course, much simpler than that of the two largely 
industrialised countries which we have just been con- 
sidering. On the other hand, the political situation in 
the first year of national existence was one of extreme 
difficulty. On March 21, 1919, a Soviet Republic was 
proclaimed. The Austro-Hungarian Bank, which was 
still functioning for Hungary as well as for Austria, 
declined to afford any credits to the new Government, 
which, for its part, obtained control of the Postal Savings 
Bank (Postsparkasse), and issued the so-called ‘‘ green 
notes’ as fast as it could print them. For the four 
months of its existence the Bela Kun régime did its best, 
in accord with the best Moscow precedents, to discredit 
the whole structure of monetary economy. 

Unfortunately, the counter-revolutionary Government 
which followed not only had recourse to new issues of 
Austro-Hungarian Bank notes, but actually continued to 
issue Postal Savings notes. These two issues circulated at 
different rates, and it was not until the Treaty of the 
Trianon that the affairs of the Austro-Hungarian Bank 
were liquidated, with the result that in the summer of 
1921 a new national currency was introduced in the place 
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of the notes of both kinds which had hitherto been in 
circulation. 

In contrast with the action of Czechoslovakia, the 
stamping of notes circulating in Hungary came too late, 
and wholesale inflation, with its unpleasant cumulative 
effects, was already in full swing at the time of the 
introduction of the new Hungarian crown. As the ex- 
change rate of the crown played a considerable réle in 
determining the action of the Government, it is as well 
to begin by summarising the Zurich quotation during the 
inflation period : —- 


(Swiss Francs for 100 Hungarian Crowns.) 


; End of End of 
Year. January. July. 
UGB ..cccccccccccccccscccccccecs 2°95 -- 340 
MME SANes aise kas CE Oaweis aewieeae 1:20 e. 1°55 
REE. sb5005 0% Soangwacies coccceccee OF775 .. 0:29 
RM! <.0000 o's Saletan seg cocecseees 02025 .. 0:0205 
LIBY scicessoe:000 coeccceccoeecceee 00128 .. 0:0069 


During the first half of 1921 the Budget reform plan of 
the Finance Minister Hegedus was sutfliciently successful 
to make it unnecessary for the Government to have re- 
course to the printing press for a considerable period. But 
the capital levy scheme proved disappointing in appli- 
cation, and inflation on Government account started anew, 
even though not to quite the same extent as in certain 
other inflationist countries. The fall of the currency in 
the second half of 1921, however, soon led to ever-increas- 
ing demands for credit accommodation on the part of the 
market , and, unfortunately for Hungary, the Bank Office 
(Noteninstitut) met this demand by constantly adding to 
the note issue. By the end of 1922 this had risen to a 
legal maximum of 37 milliards; but sanction was con- 


tinually obtained to raise the maximum, and, in its last 
weekly statement, on June 23, 1924, the Bank Office 


rejoiced in an issue of 1,455 milliards. 

The disastrous consequences of currency depreciation 
and the dangers of the vicious une of inflation had 
already made themselves felt in 192 The neighbouring 
State of Austria, however, acomed | to offer an example 
which Hungary might do well to follow. The conclusion 
of a foreign loan was, nevertheless, a matter of greater 
diticulty than in the of Austria. For a variety 
of reasons, Hungary was an object of the greatest sus- 
picion on the part of the neighbouring States of the Little 
Entente. They felt, above all, that the country 
should be able to carry through the necessary 
reforms without impairing their claims to Reparations, 
while the proposal for a League reconstruction plan on 
the Austrian model was regarded merely as a device for 
avoiding her obligations. Accordingly, long and weary 
negotiations were necessary before the Reparations Com- 
mission finally consented (on February 21, 1924) to modify 
its claims sufficiently to enable a foreign loan to be 
obtained.* Meanwhile, however, much had happened. Jn 
the previous September a Hungarian delegation, led by 
the Prime Minister, Count Bethlen, had gone to Geneva 
to invite the League to elaborate a plan for the financial 
restoration of the country. The representatives of the 
Little Entente accepted the principle involved, and the 
Financial Committee in due course proposed a scheme 
which was accepted by the Council of the League on 
December 20, 1923. Some delay ensued until the Com- 
mittee of Reparations gave its final decision, but, on 
March 14, 1924, the Geneva Protocols were signed during | ¢ 
the session of the Council of the League, and a new 
chapter opened i in the financial history of the new Hungary. 

In the main the scheme followed that which had proved 
successful in the case of Austria, but there were certain 
modifications due to experience gained in this type of re- 
construction work and to the special necessities of Hun- 
gary. The principal points of divergence were the 
following :— 

(1) The Austrian loan (of a maximum of 650 million gold 
crowns) was guaranteed by foreign countries. The Hun- 
garian loan (of a maximum of 250 million gold crowns) 
was to be issued by the Hungarian Government, with the 


case 


* The ouseeem to be made by Hungary on Reparation account 
were to be as follows:—Down to the end cf 1926, the equivalent 
of 880 tons of coal per working day. For the following 15 years 
a schedule of payments beginning with 2} million gold crowns 
for the first half of 1927 and rising to 7 millions for the half-year 
ending December 31, 1943. 
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blessing of the League, it is true, but without any furthes 
guarantee. 

(2) While the various liens held by foreign countries on 
Austria were completely lifted for a period of 25 years, 
Hungary was left with certain Reparation charges to meet, 
though these were greatly reduced in amount. 

(3) For Austria a “‘ Committee of Control of the Guaran- 
teeing Governments’’ was appointed, while in Hungary 
its place is taken by a Committee of Control appointed by 
the Reparations Commission. 

(4) Of some interest is the fact that, whereas the Aus- 
trian National Bank must see to it that the currency 
“shall at least not depreciate,’’ the rdle of the Hungarian 
Bank is to maintain the “stability ’’ of the Crown. In 
practice this distinction has not been of any importance. 

(5) The Hungarian Bank, unlike the Austrian, is em- 
powered to discount agricultural bills, up to six months, 
provided this does not interfere with the general liquidity 
of the Bank. 

In Hungary, as in the case of Austria, it was an essen- 
tial part of the League scheme that a National Bank 
should be set up which should be, so far as possible, inde- 
pendent of the Government. The Delegation of the League 
which went to Hungary in March, 1924, advised the Gov- 
ernment not merely as to the budgetary reforms to be 
introduced, but also as to the law creating the new 
National Bank, which was actually passed in the following 
month. On June 24th this institution commenced opera- 
tions, but the situation was one of some difficulty, as the 
Bank had virtually no funds available for maintaining the 
exchange, and the League loan could not be placed imme- 
diately. The situation was saved by the intervention of 
the Bank of England, which made an advance of four 
million pounds. This action did much to determine later 
policy, for, in consequence of so close a collaboration, it 
was decided to link the Hungarian crown to the pound— 
a currency which at that time had not itself been stabilised. 
Since the beginning of August, 1924, the National Bank of 
Hungary has maintained the exchange at the new parity 
of 346,000 crowns to the pound sterling. It should be 
noted, however, that the arrival of the Commissioner- 
General of the League in Budapest in May did not pre- 
vent a very considerable increase in the note circulation 
during the first few months of the application of the re- 
construction scheme. Moreover, some little time elapsed 
before the definite stabilisation of the currency was taken 
in hand. The later development of the currency situation 
is outlined in the following table :— 


(Milliard Crowns.) 


Note Cash Treasury 

Circulation. Reserve. Advances. 
End June, 1924...... 2,894 .... 938 .... 1,980 
Dees 1984.00 4594 «ccs 248 «2s. 195 
June, 1925...... 4,583 .... 2,737 1,959 
Dec., 1925...... 5194 .... 3,341 1,954 
June, 1926...... 4,943 .... 2,865 .... 1,897 


Unlike the case of Austria, the great increase in the note 
circulation came mainly in the initial stages of the work 
of reconstruction. While advances made to the Treasury 
have been slightly reduced, the cash reserve (including 
holdings of foreign currency) increased enormously down 
to the “end of last year, though not relatively as much as 
that of the Austrian National Bank. Perhaps the greatest 
difference between the two schemes in their practical appli- 
cation has been the fact that, whereas the Austrian cur- 
rency was brought almost immediately on to a_ gold 
standard, the Hungarian crown, through its association 
with the English pound, continued to appreciate for several 
months, and only achieved a final gold parity with the 
restoration of the gold standard in this country in April, 
1925. The disadvantages of this arrangement appear to 
have been quite slight, whereas it is certain that the close 
association of the Hungarian Bank with the Bank of Eng- 
land has greatly simplified the task of financial consolida- 
tion. 

The last step towards establishing a definite currency 
policy was taken in March of the present year, when the 
new ‘‘ Pengé ’’ currency was introduced, the unit adopted 
being equal to 12,500 of the old paper crowns, and having 
a par value of 27.82 to the pound sterling. It seems most 
unfortunate that this ratio should have been accepted 
rather than the simpler one of 10,000 paper crowns to the 
new unit, which would have made the pengé approxi- 
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mately equal to the Austrian schilling. ‘The multiplica- 
tion of new currency standards has been one of the many 
regrettable consequences of wholesale inflation in post- 
war Europe. 

The main stages of Hungarian currency history have 
thus been similar to those of Austria. The preponder- 
ance of the rural element has, however, greatly simplified 
the task of economic reconstruction, which must proceed 
hand in hand with currency reform, and has helped to 
ensure a brilliant success for the League plan. At the 
same time, the tact of the Commissioner-General, Mr 
Jeremiah Smith, jun., of Boston, U.S.A., no less than 
the political sense of the Hungarian Prime Minister, 
Count Bethlen, have greatly expedited the process of 
recovery. 

BULGARIA. 


The only other Danubian country which has as yet 
stabilised its currency is Bulgaria. Like the other ex- 
enemy States, this smallest of Germany’s Allies had 
indulged fairly freely in inflation to meet her military 
expenditure. Her note circulation, which stood at 189 
million leva (francs) at the end of 1913 had risen to 
2,299 millions by the end of 1918. Like Austria and 
Hungary, moreover, her credit was greatly weakened 
and the general position rendered insecure by the exist- 
ence of a large burden of Reparations, which would pre- 
sumably have to be met at some time or other. Under 
these conditions, further inflation was virtually inevitable, 
and the exchange value of the lev depreciated merrily for 
the first four years after the conclusion of hostilities. In 
the following table will be found the Sofia selling rates 
for the dollar (maxima, minima, and mean; parity, one 
dollar = 5.1825 leva), together with some indication of 
the movements in the quantity of notes in circulation 
since 1919 :— 


One Dollar = Leva. 
Year. ——EEE - 


Max. Min. 


10:97 
42:00 
77-00 
126-00 
77:00 
134-30 
139-00 


Notes in Circula- 
tion at End of 
the Year. 
| (Million Leva.) 


24:17 | 

64-44 | 
112°75 
150°18 
126-76 
139°17 
139-00 


Mean. 


2,858 
3,354 
3,615 
3,886 
4,139 
4,530 
3,655 


It will be seen that the situation grew steadily worse 
down to 1922, a year which witnessed the lowest mean 
quotation reached by the lev. In March of the following 
year, however, the Inter-Allied Commission in Sofia signed 
a Reparations agreement with a schedule of immediate 
payments clearly within the then capacity of the country* ; 
while in June the ugly weapon of assassination removed 
the Prime Minister and leader of the Peasant party, M. 
Stambouliski, who, whatever his other merits might have 
been—and they were undoubtedly many—was hardly the 
man to win the confidence of financial circles either in 
Sofia or abroad. The ‘‘ revolution’’ was of short dura- 
tion, and the ‘‘ bourgeois’? Government which followed 
succeeded in re-establishing order, while a good harvest 
in 1922 and in the following year combined to bring about 
a marked rise in the lev exchange. Moreover, the 
budgetary deficit for the year 1921-1922 was turned into 
a surplus in 1922-23, and this satisfactory situation has 
since been maintained. 

Bulgaria, by the end of 1923, had thus taken the neces- 
sary preliminary steps, and, though a_ considerable 
increase in imports had slightly lowered the value of the 
currency, the time for stabilising the lev appeared to have 
artived. The rate aimed at was somewhere about the 
actual level, and was finally fixed at 139 leva to the §&. 
It should be noted that a law of June, 1924, re-defined 
the status of the National Bank, which is, however, a 
State institution. Its advances to the State must not 
exceed a maximum of 4,700 million leva; while the 
maximum fiduciary issue is defined as being the total of 
the State debt plus a sum equal to 12 times the cash 


* Payments were to be made in gold francs as follows :— 
1923.. 2:5 Millions | 1926.. 7:0 Millions | 1928-33.. 10-0 Millions. 
1924.. 50 ,, 1927.. 80  ,, 1934-83... 43:2 
1925.. 6:0 
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reserve. According to the balance-sheet of March 31st 
last, advances to the State stood at 4,602 miilions, and 
the fiduciary issue, which might legally have reached a 
maximum of 5,400 millions, actually stood at 3,465 mil- 
lions. The currency stability which has been maintained 
for over two years, has been accompanied by a very great 
shortage of currency within the country. The notes in 
circulation on March 31st last only represented some $25 
millions, as against a circulation of over $36 millions a: 
the end of 1913. The population has meanwhile slight], 
increased, though, of course, the internal purchasing 
power of the gold lev remains considerably above what it 
was before the war. 

Financial reconstruction in Bulgaria is nearing com- 
pletion, though the problem of the refugees, to which 
reference is made in a later section, has recently caused 
great anxiety. With the assistance of the League of 
Nations, the solution of this question will probably not 
long be delayed, and the scheme of financial reconstruc- 
tion, which the Government has carried through unaided, 
should not be imperilled thereby. 


ROUMANIA. 

The recent currency history of Roumania is, in many 
ways, one of the most curious in the strange tangle ot 
post-war European finance. At the end of 1913 the Old 
Kingdom of Roumania, with a population of some seven 
millions, had a total note circulation of 437 million lei 
(the leu being equal to the gold franc). The expenses of 
the period of armed neutrality added considerably to the 
circulating medium ; but their effect was nothing compare} 
with the costs of the war itself, and, above all, of the 
enemy occupation of the country. The German military 
administration, through the intermediary of the Banca 
Generala, left new Roumania with a legacy of 2,173 mil- 
lion lei of uncovered banknotes, while by the end of 1918 
the note issue of the Roumanian National Bank itself had 
increased to 2,489 million lei. The currency chaos was 
further added to by the existence of vast quantities of 
Austro-Hungarian notes, which circulated in Transylvania 
and the Bucovina, and of Russian roubles in the other 
new territory of Bessarabia. Crowns and roubles alike 
were converted into lei as from 1920 at the rate of two 
to the leu; this meant a further addition of 5,562 million 
lei to the currency. 

The general situation after the war was far from being 
one of peace and normal development. The country had 
suffered cruelly from the effects of foreign occupation, 
and, in 1919, was at war with Hungarian Bolshevists, 
while the proximity of Russia was a constant nightmare. 
Under these conditions, Budget consolidation and financial 
reconstruction were virtually impossible, and inflation 
proceeded merrily. The following table gives the dollar 
rates and the total of notes in circulation since 1919 :— 


Notes in 

Circulation 

at End of 
Year. 


One Dollar = Lei at Bucharest. 
|(Monthly Averages: Par $1 = 5.18 Lei.) 


Highest. Lowest. 
36:0 21°5 
80°3 37:5 

152°5 55°5 
173°5 137 
230 177 
241 185 
226 191 


Down to the end of 1921 the Government had continual 
recourse to the printing press to make good budgetary 
deficits. From the beginning of the following year down 
to the present time, however, all printing on Treasury 
account has ceased. Further increases to the note cir- 
culation since that date have been for commercial pur- 
poses, discounting of bills, and the like. 

From 1922 to 1924 the balance of trade was favourable, 
while the excess of imports last year was too small to 
have any important lasting influence on the currency. 
Throughout the period, moreover, the Budget has been 
balanced. What, then, is the real explanation of the very 
large fluctuations which have taken place in the exchange 
rates since that time? 

The year 1922, the first vear in which the return to more 
normal conditions was being accomplished, could hardly 


Average. 
26:3 
57-4 
90-4 

151 
205 
204 


10,933 
13,722 
15,162 
17,917 
| 19,397 
| 20,126 
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have been expected to have witnessed an immediate return 
of confidence, more especially as the harvest was decidedly 
mediocre. The situation in the following year was cer- 
tainly better on the whole, and yet there was a very 
marked fall in the leu exchange. It seems highly doubt- 
ful whether the increase in the note issue had any share 
in this movement. Not only was the gold value per capita 
of the currency infinitely smaller than that of pre-war days 
(approximately one-fourth at the end of the year), but, in 
a country like Roumania, where hoarding is fairly common, 
it is unlikely that so small an increase would have any 
appreciable effect upon the volume of currency in actual 
circulation. At this point it is as well to notice that, whereas 
the annual average quotation tor the dollar at Bucharest 
has remained fairly constant since 1923, fluctuations be- 
came greater rather than less in the following year, while 
the collapse of the leu, which occurred earlier in the 
present year, although quotations are now back to some- 
where near the average level, has shown how unstable is 
the general exchange position. 

As in most other Continental countries since the war, 
and more especially in those of Central and Eastern 
Europe, the real difficulty has certainly been a lack of 
confidence in a discredited currency. Elsewhere stabilisa- 
tion has come to be regarded as the inevitable solution, 
to be followed by the accumulation of an adequate cover 
the revalued note issue, and, finally, by the introduc- 
tion of a new currency. In Roumania, however, the Gov- 
ernment has throughout been influenced by the desire to 
increase the value of the currency. Strange though it may 
sound, it is nevertheless true that it was long hoped in 
oficial circles that the leu might be brought back to its 
pre-war parity. In consequence a restrictive trade policy 
was adopted. Export prohibitions, export duties, and im- 
port restrictions were combined with an elaborate scheme 
of official maximum price-fixing within the country 
itself. Internal prices were not to be allowed 
to rise to meet world prices, calculated at the ruling rates 
of exchange ; the ultimate objective being to increase the 
external purchasing power of the leu. 

Roumania is, of course, a predominantly agricultural 
country, and therefore strongly influenced by seasonal 
movements. When grain exports are taking place, there 
is a keen foreign demand for the leu, and the exchange 
rises. At other months of the year the position is re- 
versed, while the same is true if, as was the case over 
the turn of last year, anything happens to prevent the 
vrain from being moved from the Danubian ports (as, 
for instance, when the river freezes earlier than usual). 


for 


\fter the harv est each year the Government has regained | 


faith in the future of the leu, and during the first few 
months of 1924, for example, actually chose this moment 
for attempts at deflating the note issue. Such action was 
necessarily followed by a corresponding reaction, with 
the result that exchange fluctuations were thereby in- 
creased. In addition, regulations restricting dealings !n 
foreign exchange have proved annoying rather than effec- 
tive; the inelastic application of export regulations have 
hindered trade; while the policy of keeping down home 
prices by Government decrees has broken down in 
practice. At long last the desirability of stabilisation is 
being seriously considered, and the excellent harvest this 
vear should afford a first-class opportunity for the accumu- 
lation of foreign reserves. The moment for a_ satisfac- 
tory solution of the leu exchange seems now at hand, 
though it remains to be seen whether advantage will be 
taken of it. 


JUGOSLAVIA. 


The currency history of the new kingdom of the Serbs, 
Croats, and Slovenes is in many ways intermediate 
between that of Roumania on the one hand and that of 
Czechoslovakia on the other. At the end of June, 1914, 
the Serbian National Bank had a note circulation of 
91 million dinars (gold francs). This was increased enor- 
mously during the war, and when the bank itself was 
transformed into the national bank of the kingdom of 
the Serbs, Croats, and Slovenes on February 1, 1920, 
it had already risen to 813 million dinars. Meanwhile, 
however, the Austro-Hungarian Bank had also flooded 
the new territories with its banknotes; and, although 


Jugoslavia was the first of the Succession States to break 
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away from the old currency unit—which it did by carry- 
ing through the stamping of all Austro-Hungarian notes 
on its territory, without previous warning, in January, 
191g—it was none the less faced with a heavy legacy of 
paper money. The first year after the war was a period of 
financial chaos—two currencies were in circulation, and 
exchange regulations merely increased the  fluctu- 
ations of the dinar on foreign markets. The founding 
of the new bank was the first step forward. This institu- 
tion issued its notes in place of the old Austro-Hungarian 
stamped notes in the ratio of one dinar to four 
crowns. This was, perhaps, less generous than the policy 
adopted by Roumania in her new territories, but had at 
least the advantage of bringing the total note issue within 
more manageable proportions. At the end of 1920, 
despite inflation on Government account—which lasted, 
incidentally, down to the beginning of 1923—the note 
issue only amounted to 3,344 million dinars. Movements 
in the exchange and the circulating medium are 
summarised in the following table :— 


Annual Average in New York. Notes in Circulation 


One Dollar = Dinars. at end of the 

Year. (Parity—$1 = 5:18 D.) Year. 
RO - cancwseeas 26:2 Ketwacanae wa 3,344 
i ema 42:2 Rigendagatadues 4,688 
1922 ree Tee Bewewe Racca 4 5,040 
1923. ewaein 93°3 avendhome@enss 5,790 
WOE” scsctewens 779 dean ac 6,002 
TOE Seceacas 58-6 iss cede ars ae 6,063 
1926 (six months) Dee} 38 bswewde Kieeees 5,494 


(end of June) 


The dinar exchange moved fairly steadily in a downward 
direction until the end of August, 1922. A temporary 
improve ment was registered during the next few months, 
owing to the use made by the Government of the first 
section of the loan which had been negotiated through 
the New York firm of Blair. This was not, however, 
lasting in its effects, and the close of the year witnessed a 
very rapid fall, which continued down to the month of 
February, 1923. 

The advent of the new Finance Minister, M. Stojadi- 
novic, marked the end of the old inflationist policy, which 
henceforward gave place to attempts at deflation, and, 
above all, to the gradual abolition of all the hindrances 
which had weighed so heavily on the foreign trade of the 
country. Economy in national expenditure, discourage- 
ment of imports, and, almost more than all this, an active 
policy of encouragement to exporters, combined to bring 
about an improvement in the national currency. The 
appreciation of the dinar was, of course, enormously 
helped by the excellent harvest results in 1924, when 
world prices for cereals were high, and since then there 
has been a tendency for the rates to fluctuate much less 


; violently. 


lor many months past, the exchange rate has been 
maintained at around 275 dinars to the pound, and the 
time now seems to have come for a definite revaluation 


of the currency. Adjustments to the new price level 
within the country, necessitated by the apprecia- 
tion of the dinar, have already taken place, and 


a further reduction in the note issue could not fail to be a 


great inconvenience. It is extremely gratifying to see 
that the chaotic currency conditions which _ pre- 
vailed up to less than four years ago have now 


given place to a state of affairs which, if not completely 
satisfactory, nevertheless affords an excellent basis for a 
final regulation of the currency problem. 


IIl.—AGRICULTURAL PRODUCTION. 


The prosperity of the Danubian lands depends, above 
all, on their agricultural production. This influences their 
general pure hasing power, determines, in large measure, 
the volume of their foreign trade, and is the most impor- 
tant factor in their economic and financial life. The war, 
however, caused much indifferent cultivation, drained 
the rural districts of their Jabour supply, and 
sadly reduced the live-stock equipment. This was parti- 
cularly true of Roumania, the richest granary of the 
Danubian lands, where warlike operations and the ensu- 
ing military occupation wrought havoc with the 
whole economic structure of the country. In addition, 
moreover, the war years disorganised the transport 
equipment of all these States, in greater or lesser degree, 
and in many parts there was actually a great shortage of 
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seed corn for the spring sowings of 1919. Finally, in 
several of the Danubian countries the turmoil of war- 
time and the influence of the Russian revolution necessi- 
tuted a complete change in the system of landholding, 
and led to a whole series of measures of expropriation of 
the large landowners. This wave of ‘* Agrarian Reform’ 
—or ** Agrarian Revolution,’’ as it is sometimes called— 
will be considered briefly in a separate article. For the 
nioment, it has to be referred to as one of the many 
disturbing factors in the rural economy of this part of 
Europe, though it is as yet too soon to attempt an esti- 
mate of its probable effects upon agricultural production 
in the long run. One point, however, stands out at the 
outset. As a consequence of years of war and all that this 
implies, large areas had passed out of cultivation by the 
year 1919, and the first great problem was to restore these 
to production. 

The progress towards more normal conditions is shown 
in the following table. A word of caution will not, 
perhaps, be out of place as to the interpretation which 
may be placed upon these figures. The pre-war average, 
in particular, cannot be regarded as beyond suspicion. 
The figures are compilations of estimates for the present 
area of these six countries, which do not all refer to exactly 
the same period. Moreover, no satisfactory estimate has 
as vet been published of the pre-war production of Jugo- 
slavia, and the margin of error is here considerable. It 
should also be pointed out that there is no good reason 
for regarding the five years before the war as ‘‘ normal,’ 
for cereal production in parts, at least, of South-Eastern 
Europe was being forced during that period at the expense 
of a more rational husbandry. Finally, agricultural 
statistics in these countries seem to be even less reliable 
than other official figures. Despite all these reservations, 
however, our table of the area down to the principal 
cereals in the six Danubian countries does suggest that 
a striking recovery has taken place since the war. 

AREA Down to the Principat CEREALS in the 

STATES.* 
(In Million Hectares.) 


Six DanvuBIAN 


l ] 
1921. | 1922. 1923. 1924. | 1925. 


Pre-War| 1920. 


———__| 


Maize 

Rye sees 
Barley .. 
CS 


68 
70 
2-4 
3-4 
3-2 


7-3 
7-0 
25 
36 
33 


216 | 22:8 25:0 | 25:5 


Total... 237 23:8 


| aiaand shaduessiiindiieed: 


As % of pre-war .. 84 | 89 92 93 97 | 99 _— 
* The situation in the individual countries will be referred to in 
later sections. 

At the present time, then, the area down to the principal 
cereals is virtually back to that of earlier days, and this 
fact is, of course, the basis of all hope for economic re- 
construction in the Danubian lands. 

The actual harvest results have naturally been more 
variable, and climatic conditions have not been partic u- 
larly favourable since the war. This is perhaps particu- 
larly true of Roumania, where up to the present year the 
weather has been far from kind to the crops. A summary 
of cereal producticn in the region as a whole will be found 
in the following table :— 


Propvuction of the Principat CEREALS in the Six Danupian STATES, 
(In Million Metric Tons.) 


Pre-War, 1920. 1921. | 1922. | 1923. | 1924. 1925. 

7-0 . . | x . 
| 62 | 8 | 1b 

| am 5 | 3 

3 
Until last year, though with one or two oncsptions, such 
as that of barley and oats in 1922 and 1923, and maize 
in 1924, the yield of the principal cereal crops, taking 
the area as a whole, remained considerably inferior to the 
pre-war average. The area devoted to the bread crops 
and maize, which between them provide the main food of 
the people—rye being most important in the North-West 
and maize in the South and East—was also less than that 
of earlier days. The reason for this is, in part at least, 


'It seems probable 
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the restrictive policy adopted with regard to the export 
of these cereals by several of the Governments. The 
objective was to guarantee the supply of food 
for the home market. The actual result was to 
reduce the area down to these crops. As a_ conse- 
quence of this, we find Roumania exporting barley 
and oats instead of the more valuable wheat and 
maize, for which the country was so well known before the 
war. With the passing of the régime of export prohi- 
bitions, however, things have returned to a much more 
normal state. In particular the principal crop—maize— 
has improved enormously since the disastrous harvest ot 
1921, which, it will be remembered, was the year of the 
Russian famine. In spite of the good showing last year, it 
may be, however, that the increase in peasant proprietor- 
ship will tend to diminish the area and the output of 
wheat, since this cerea! is rather more risky than maize. 
This latter is the peasant crop par excellence, as it is easy 

to grow and provides an abundance of fodder. 

In no respect, however, has improvement been so 
marked as in the general livestock position. Here the 
ravages of the war were particularly felt, and reconstruc- 
tion was a matter of the very greatest urgency. It is un- 
fortunately impossible to give a general table showing 
this development, since the data for the different countries 
refer to different years. The following figures relating 
to Roumania are, however, of interest as showing what 
has been accomplished in a territory particularly hard hit 
by the war in this respect. The figures relate throughout 
to the present area of the country :— 


Live Stock In RovumMaANIA, 
(In Thousands.) 
Last Pre- 
War Census. 
Cattle ..isss0. 3,745 
Horses eececece 2 267 


1919. 
4,634 .. 
1,581 .. 
3,471 .. 2,289 .. 
13,020 .. 7,790 .. 13,612 .. 12,950 


that both the fall in the number of 
| horses and the increase in the number of sheep should be 
regarded as a consequence of the agrarian reform, though 
a comparison between the figures of the last two years 
would seem to that this tendency may not be 
permanent. 

Apart from cereals and livestock there are two other 
aspects of agricultural production in the Danubian region 
which call for special mention. These are sugar-beet, 
which is, of course, particularly developed in Czecho- 
slovakia ; and tobacco, which is a very important crop in 
Bulgaria, and, to a lesser extent, in ‘the other countries 
of the Lower Danube. It is unfortunately not possible to 
give the pre-war figures for the whole region, but the 
following tables outline the progress that has been regis- 
tered since 1921 :— 


1924. 
5,399 


1925. 
-. 5,049 
1,845 .. 1,875 
3,133... 3,088 


suggest 


SuGaR BEET. 
(Gietuens for the oie Danubian  onten) 


1921. 1922. 1923. 1924. 1925. 


322 314 8 375 
_ 54 6:9 8:3 
Czechoslovakia accounts for over two-thirds of the total, 
and here, at any rate, the figures have quite definitely 
caught up with those of pre-war times. The reduction in 
acreage last year was due almost entirely to Bulgaria, 
where the 1924 season was marked by a temporary over- 
production of this crop. 


Area in thousand hectares ........ 
Production in million metric tons.. 


517 
12-4 


486 
129 


Toracco CULTIVATION in BULGARIA, ROUMANIA, JUGOSLAVIA, and 
Hvunoary. 
' 


1924,| 1925. 


| 


108 129 | 119 
g0 (118 86. 


The production in Bulgaria is well above that of pre-war 
days, and it seems likely that tobacco, which is a favourite 
peasant crop, will develop still more in the future, pro- 
vided, always, that proper measures are taken to ‘avoid 
undue exhaustion of the soil. 

This brief summary has afforded some indication of the 
extent to which agricultural production was injured by 
the war, and has also given a gratifying picture of the 


1921. 1922. 1923. 


Area in thousand hectares.....<... 75 85 
64 


Yield in thousand metric tons ....| 57 














Sept. 18, 
1926. 





gradual return to more normal conditions which has taken 
place since the termination of hostilities. Progress, it is 
true, has been slow. Indeed, in this part of Europe 
things hardly ever do move fast. At the same time, the 
ravages of the war seem, at long last, to have been made 
good, and the basis of the purchasing power of the area 
has been largely restored. To understand the changes 
which have occurred in the distribution of this purchasing 
power as compared with that of earlier days it is, how- 
ever, necessary to outline briefly the profound modifica- 
tions which have been effected in the system of land- 
ownership in certain of these countries. 


IV.—AGRARIAN REFORM. 


Down to the middle of last century serfdom predomi- 
nated throughout the Danubian countries. The revolu- 
tion of 1848, however, led to its abolition in the Habs- 
burg dominions, w hile the same result was achieved in 
Roumania by the decree of Prince Cuza in 1864. With 
the exception of Bosnia and the Herzegovina and parts 
of Southern Serbia, where a variant of the old Turkish 
system of land tenure still survived, servile status had 
disappeared from this part of the world long before the 
war. The distribution of land, however, varied enor- 
mously in the different parts of the region. In the terri- 
tory of what is now the Austrian Republic, peasant pro- 
prietorship has long predominated. Indeed, landowners 
with more than 250 acres of agricultural land only 
accounted for a fraction over 6 per cent. of the total of 
agricultural land. In Bulgaria the proportion was still 
smaller (approximately 5.5 per cent.), while in the old 
kingdom of Serbia owners of over 50 acres actually repre- 
sented less than 34 per cent. of the total. The contrast 


between conditions in these mountain lands and_ those 
ruling in the rich Danubian plains in Hungary and 
Roumania was, indeed, most striking. In the old 


kingdom of Roumania, for instance, between 48 and 49 
per cent. of the agricultural land was in the hands of 
owners of 250 acres and over, while over 7 million acres 
(out of a total of something under 20 millions) was owned 


by persons with estates of 1,250 acres and over. These 
latifundia found their counterpart in Hungary, where 
estates of over 100 yokes (140 acres) accounted for 


approximately 56 per cent. of the total agricultural area 
in 1913. The situation in the territories now included within 
the Czec hoslovak Republic was, to some extent, inter- 
mediate between these extremes. Large estates (of over 
250 acres) formed 37 per cent. of the total in the former 
Austrian lands, but considerably more in Slovakia. 
Before the war, then, the concentration of iand in the 


hands of a few large landowners, and the existence, side 
by side with these large estates, of a class of small 


peasantry whose holdings were tending to become smaller 
with each succeeding generation, was thus a fairly general 
phenomenon through wide areas of this Danubian region. 
Long years of hostilities, however, created considerable 
discontent among the masses, while in Russia the over- 
throw of the Tsarist régime, in 1917, was followed almost 
immediately by the wholesale confiscation of the large 
estates in that country. The example was not altogether 
Jost on the new Governments, and legislation aiming at 
“agrarian reform ’’ was hastily introduced in several of 
the Succession States. The expropriation of the large 
landowners was thus, in part at least, an insurance 
against the spread of Bolshevism. In some cases, more- 
over, the landowners belonged to the former ruling races, 
whether German or Magyar, and their dispossession was 
regarded by many as a necessary condition for guarantee- 
ing the predominance of the ‘‘ new ’’ nations in their own 
national States. The motives were thus in the main 
political, national, or social rather than economic; and 
much of the legislation itself was hastily conceived and 
badly applied. A broad historic movement of this kind, 
however, cannot be measured by quite the same stan- 
dards as ordinary domestic legislation. Moreover, the 
time has not yet come for an impartial estimate of its 
effects even in the purely economic sphere. In this short 
article we cannot, therefore, do more than give the briefest 
of summaries of the course of the movement itself, and 
indicate one or two of its more obvious consequences. 

In Austria and Bulgaria, where peasant proprietorship 
already predominated, this ‘green wave ’”’ has not led to 
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any material modification of the conditions of landowner- 
ship. In Roumania, on the other hand, a decree issued 
at the end of 1918, supplemented by a series of laws 
enacted in 1921, led to the passing of nearly twelve 
million acres of land into peasant hands. In consequence, 
estates of over 250 acres only represent some 14 per cent. 
of the total of agricultural land, while the compensation 
paid to the dispossessed owners has dwindled away to 
almost nothing as a result of currency depreciation. In 
Jugoslavia, expropriation was confined mainly to the ter- 
ritories formerly under Hungarian rule. Between two 
and three million acres of land have changed hands, 
while, in addition, the servile status which still survived 
in Bosnia and Macedonia was finally abolished. 

Agrarian reform in Czechoslovakia has taken much 
longer to apply, owing to the fear of disturbing the more 
highly developed organisation of agriculture in the 
country. Land liable to ultimate expropriation (i.e., 
estates of over 375 acres of arable, or 625 acres of land 
of any description) was ‘‘ sequestrated ’* in 1919, though 
the process of allotment only proceeded very slowly down 
to the end of 1923. By the end of the following year, 
however, 513,205 hectares of arable land has_ been 
allotted, and this had risen to 746,136 hectares by Decem- 
ber, 1925. There then remained a further 154,504 hec- 
tares for distribution. 

The case of Hungary is quite different from that of the 
other countries, since, by a law passed in 1920, expropria- 
tion is in the main permissive. Down to the end of last 
year approximately one and a quarter million acres of 
land had passed into peasant hands and holdings of 140 
acres and under now constitute rather more than half the 
total area. 

Taking the Danubian region as a whole, this extension 
of peasant proprietorship at the expense of the former 
large landed proprietors is certainly one of the most strik- 
ing and significant events in its whole history. In all of 
these countries, with the solitary exception of Hungary, 
large estates are now virtually a thing of the past. The 
centre of social power has already shifted, and the centre 
of politic al power is bound, sooner or later, to follow suit. 

It is not easy to say to what extent this wholesale change 
in landownership has affected agricultural production. In 
some parts there was a very wide discrepancy between the 
unit of ownership and the unit of cultivation. Thus, in 
the Old Kingdom of Roumania, approximately half the 
area of the large estates was farmed out to peasants either 
as cash tenants or as metayers. In these cases it is diff- 
cult to see how changes in the legal ownership can have 
much influence on the economics of production. In 
general, however, it would seem as though peasant pro- 
prietors in this part of the world will tend to increase 
the animal contingent even at the expense of cereals. The 
quality of the livestock, moreover, usually leaves very 
much to be desired. Peasants also. show marked prefer- 
ences in the crops they cultivate. Thus, in the Lower 
Danube lands, wheat is likely to suffer at the expense of 
maize. While they certainly do not cultivate as well as the 
best of the former large proprietors, it should not be for- 
gotten that many of these latter provided but poor ex- 
amples of scientific agriculture. Moreover, w hile agrarian 
reform has diminished the size of the large estates, it has 
also increased that of the small holdings, many of which, 
before the war, were hopelessly inadequate, and, owing 
to their diminutive size, almost impossible to cultivate well. 
The final results of recent legislation will, however, de- 
pend very much upon whether the clauses in the various 
laws relating to the consolidation of the peasant strips 
(commassation) are seriously applied. 

Whatever may be the future of agricultural production 
under a régime of peasant proprietorship, it seems clear 
that the actual amount of food consumed by the peasantry 
is likely to increase. Accordingly, the amount available 
for export cannot be expected to attain the pre-war level 
for many years to come, if, indeed, it ever will. This, in 
turn, naturally affects the demand for manufactured goods, 
and, in particular, for luxuries and semi-luxuries, the 

market for which, in these countries, used to be confined 
to the large landlords and their retainers, or else to the 
middle classes, who have been particularly hard hit by 
inflation. It is, of course, true that a class of prosperous 
“medium ’’ peasants is already springing up in many of 
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these countries, while in course of time the material needs 
of the peasantry as a whole may well become more com- 
plicated. To increase their purchasing power, however, 
it will be necessary to revolutionise their methods of pro- 
duction, which, in many cases, remain very primitive ; and 
although much could be done in this respect by further 
organisation of education, agricultural credit, and co- 
operative societies, progress cannot be expected to be very 
fast. It is very important to bear these considerations in 
mind when we pass to a survey of industrial development 
since the war. Ina predominantly agricultural region like 
that of the Danubian States the land provides the basis 
of all purchasing power, and the distribution of this pur- 
chz asing power has been profoundly changed by the revo- 
lution in landownership which has taken place of recent 
years. 


V.—INDUSTRY. 


The industrial life of the old Austro-Hungarian 
monarchy was concentrated mainly in the territory com- 
prised within the frontiers of the new States of Czecho- 
slovakia and Austria. Industry had been developing fast 
in the kingdom of Hungary in the 15 years or so prior to 
the war, it is true, though much of it was actually centred 
in what is now Slov akia. In the main, however, the old 
Hungary remained predominantly rural, while, in the 
Bohemian lands, 
Styria, a powerful industrial organisation 
principal characteristic of local economic life. 

The Bohemian lands easily led the way in most branches 
of the heavy industries, and had the monopoly of sugar 
production. 
Bohemia, Moravia, and Silesia in the total for the Aus- 
trian half of the Empire (excluding Hungary) in certain 
branches of economic activity in the last year before the 
war :— 


was the 


1913. 
Number of factories 
Number of persons engaged in 
mining and manufacturing 
(1910 Census) .. 
Output of coal (metric tons).... 
Output of lignite ,, 
Coke production 
Pig iron * ccccce 
Production of sugar.,, eons 


Total. % 
8,918 52:4 


LOS4 799) .o 00 
14,271,408 .... 
25,017,096 .... 841 
2,598,568 .... 100-0 
1,041,147 1... 592 
1,050,410 .... 949 

It will be noted that, whereas these lands were responsible 
for the lion’s share of the production of fuel, they did not 
represent more than some 59 per cent. of the output of 
pig-iron. Here, of course, the rich deposits of Styria 
played an important réle. Coke moved from the Czech 
lands to Styria, and ore from Styria to the Czech lands 
in return. A similar movement was observable in the 
cotton trade. In what is now Czechoslovakia the propor- 
tion of looms to spindles was greater than in German 
Austria. 
to be woven in Bohemia, and returned again to be used 
as raw material for the finishing trades which were con- 
centrated round the capital city. A further example of 
German Austria’s importance in the finishing trades is to 
be found in the engineering industry, where the present 
Republic possesses neatly half the undertakings of the 
former Empire. In the electrical industry the proportion 
is still higher (approximately 80 per cent.). 

The food consumed in these industrial areas came, in 
no inconsiderable measure, from the agricultural lands of 
Galicia and the kingdom of Hungary. The industrial 
development of the Austrian and the Czech lands alike 
had thus proceeded on the basis of mutual interdependence 
and a large protected home market. Industry had not 
developed to anything like the same extent in Hungary, 
while in the Balkan countries and Roumania it could 
hardly be said to have been in its infancy. 

The redrawing of frontiers shook this organisation to 
its very foundations; and it is interesting to consider the 
“9% of these changes upon the industrial development 

f Austria and Czechoslovakia respectively. It should, 
of course, not be forgotten that the war years had wit- 
nessed a considerable expansion in some branches of the 
heavy industries, more particularly in Bohemia and _ in 
Styria, and the process of readjustment to peace-time 
conditions would have been difficult in any event, as has 
proved the case in other European countries. It should 
also be borne in mind that during the coal shortage which 
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followed the termination of hostilities, Czechoslovakia, with 
its rich fuel deposits, was naturally in a better position 
than Austria, where the domestic coal output only covers 
about one-fifth of the normal requirements of the country. 
Again, Vienna relied to a considerable extent upon the 
products of her semi-luxury and luxury trades, the 
demand for which would naturally tend to be contracted 
during years of poverty and agrarian reform. At the 
same time, the industries of Czechoslovakia and Austria 
alike are forced to depend very largely upon their export 
trade, and both have been hit, though not, perhaps, in 
quite the same way, by the erection of new Customs 
barriers across their historic markets. This aspect of the 
subject, however, will be treated in the next article. For 
the moment, we shall consider the output in the two 
countries of some of the principal industries for which 
indices of production are available. 

Czechoslovakia is the only Danubian country with con- 
siderable resources of coal proper. Lignite, however, is 
also found in some of the other new States, though not 
in anything like as large quantities as in Czechoslovakia. 
Production of recent years is summarised in the following 
table :— 


Coat Propuction. 
(In Million Metric Tons.) 


Czechoslovakia 


(Coal). | (Lignite). 
14:2* 

11-4 

12:0 

10°5 

12:3 

15:2 
3: 1 12:8 
“* Bohemia, Moravia, and Silesia only. 
+ 3915 
The output in the principal producing country (Czecho- 
slovakia) has remained throughout than that of 
with the solitary exception of (black) coal 
production in 1924. The relatively satisfactory conditions 
of that year were, moreover, due mainly to stagnation in 


Austria 
(\Lignite). 


Jugoslavia 
| (Lignite). 


Hungary 
(Lignite) 


23:0* 
20‘0 
21:3 
19-2 
16°3 
20:5 
188 | 


The post-war figures includ 
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| Germany, where the Ruhr occupation had been followed 


by violent depreciation (1923), and this, in turn, by the 
difficult problems of re adjust: nent to a newly st ibilised 
currency. In a word, Czechoslovakia, as a coal- -exporting 
country—and the same is true, but to a much smaller 
degree, of Hungary—has suffered to the full the depres- 
sion in the industry which has swept over the whole of 
Europe. In the coal-importing countries, on the other 
hand, domestic production has, on the whole, improved 
fairly steadily. It may be added that the coal production 
of the other Danubian States is extremely small. 
Roumania has an output of some 2! million tons, and 
Bulgaria one of about 14 million tons, consisting main) 
of lignite (brown coal) in both cases. 

Iron and steel production is centred almost exclusively 
in Czechoslovakia and Austria. Some idea of recent 
development is given in the next table :— 

(In Thousand Metric Tons.) 

— Pig Iron.——— — ———-—-Steel.——- 
Austria. Czechoslovakia. Austria. Czechoslovakia 
607 OFl 5.0% os cee aeot 
226 577 294.918 
323 335 481 es wee 
344 817 499 1,089 

267 983 370 ioe as 

MOMS .sc0.05. Oe 1,159 464 ee aie 
Here, again, the dependence upon the general economic 
situation of Europe is very clearly marked. The slump 
following the post-war boom greatly curtailed production. 
In Czechoslovakia, moreover, 1922 was a year of rapid 
currency appreciation, which, naturally, hit the export 
trades very hard. The heavy industries of both coun- 
tries, however, profited considerably from the occupation 
of the Ruhr in 1923, though it is signific ant that, even in 
this boom year, output remained well below the level of 
1913. While the following year witnessed a reaction in 
the Austrian iron and steel trades, production recovered 
considerably last year, though the industry is now faced 
once again with a most trying situation, resulting mainly 
from economic movements in Germany. 

It is, of course, difficult to obtain an adequate statistical 
picture of production in most other branches of industry. 


Year, 
aDlDices sees 
RU visKae 
ADBe. 266% 
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In its place we are forced to rely on certain general 
indications, such as coal consumptien, unemployment, and 
foreign trade statistics. 

Taking black coal as a rough unit of quantity, and 
regarding one ton of Bohemian lignite as equivalent to 
two-thirds of a ton of coal, and one ton of Austrian 
lignite as equivalent to half a ton of coal, while coke is 
converted at thé ratio of one ton to one and one-third 
tons of coal, we arrive at the following estimate of 
consumption in the two countries of recent years :— 


EstimaTED Coat CONSUMPTION. 
(Million Metric Tons.) 


Year. Austria. Czechoslovakia. 
ME 4 44040 <0 heswaseain pews 7:2 ee 19:2 
SD 5 406 445:6 <0 0 jue <ameeumenes 60 ee 192 
NT 6460 esenewens sAvecuwms 69 seine 24:8 
SE 6 56S KES KES 4 Owe errr Oe -cawe 23°3 


Apart from the temporary stimulus given to Austrian in- 
dustry by the inflation of 1922, it will be seen that the fuel 
consumption increased down to 1925, though in Czecho- 
slovakia, at any rate, it began to fall off again last year. 
The position in Austria is all the more remarkable in that 
there has been considerable progress in the process of elec- 
trification, while coal-saving devices are coming into more 
general use. As far as they go these figures, on the whole, 
indicate an improvement in the industrial situation of 
recent years. 

When we turn to the statistics of unemployment, how- 
ever, there is a very marked difference between the general 
course of events in the two countries. 


UNEMPLOYMENT. 
(In Thousands.) 














End of Austria. Czechoslovakia.+ 

Month. 1922-3)1923-4 1924- 5)1925-6 1922-3 1923-41924-5 1925-6 
BM evnneans 31 87 66 |112 104 217 | 87 | 42 
August ...... 31 | 83 74/116 141 (198 | 79 | 45 
September .. 38 78 77 (119 | 232 211-| 73 | 42 
October...... 58 75)=S 89««13l-Ss318-« «176 | 72 | +40 
November 83 79 «113: |159 «377 1177 | 70 | 42 
December.... 117 | 98 154 | 208 438 192 | 81 | 48 
January ....! 161 |119 187 | 231 | 441 | 193 | 84 | 62 
February .... 167 125 189 229 | 415 | 196 | 80 | 62 
March ....../ 153 | 106 176 | 202 | 370 | 180 | 72 | 64 
April........| 132 | 82 149 173 | 311 | 140 | 48 | 66 
May ........, 108 | 68 131 | 155 |273 | 108 | 45 | ., 
Bias scecne 93 | 63 113 (151 247 | 86 | 40 | 


The events of the past four years, as reflected in eae 


figures, are of considerable interest. In the case of 
Czechoslovakia, the crown began to appreciate fairly 


rapidly towards the middle of 1922. 
figures immediately rose in sympathy, reaching their maxi- 
mum in January, 1923. For the following two years there 
was a steady downward movement, only “disturbed by the 
slight seasonal rise, which occurs over the turn of each 
year. By the middle of 1925 unemployment had become 
almost negligible. During the past six months or so, 
however, the situation in Germ: any has begun to have its 
effect on Czechoslovakia also, and business conditions have 


The unemployment 


* Jn his foity-second and final Report, dated June 30, 1926 


p. 13), the Commissioner-General of the League for Austria gives 
the coal consumption for 1925 as 6.1 million tons. As he com- 
pares this with the figures for 1922-1924 given in the Report of 
the Commission of Inquiry published in September of last year, 
it might have been expected that the same method of calculation 
of equivalents would have been adopted. Had this been done, 
the figure would have been 6.9 millions, as above. The dis- 
crepancy appears to be due to the omission, in the Commissioner’s 

gure, of the coal equivalent of the imported coke consumed in 1925, 
ad. though this is a smaller matter, the adoption of the same 
lation of convertibility for Austrian and Bohemian lignite. What- 
ever the cause of the error, coal consumption was not less, but 
approximately the same as that of the previous year. This is 
all the more significant in that the transport services, despite an 


increased movement of freight, consumed less coal; that the 
figures for household consumption registered a decline; and that 
factories were the only class of consumers to show an increase. 
These facts point, not to a fall, but to an increase in industrial 


production 1m 1925 as compared with the previous year. 

+ There is some difficulty in obtaining strictly comparable figures 
of unemployment in Czechoslovakia as the methods of relief were 
completely changed by the adoption of the ‘‘ Ghent system” on 
April 1, 1925. Since that date the figure of unemployment given 
In our table is that of the number of unemployed remaining on the 
register of the Labour Exchanges. 
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become decidedly more difficult. In the main the earlier 
course of unemployment was undoubtedly influenced, above 
all, by the currency policy of the country. Inflation had 
been checked fairly early, and the period ot currency ap- 
preciation which followed naturally hampered the export 
trade and necessitated a rapid fall in home prices. 
The industrialists were thus compelled to adjust them- 
selves to the changed conditions and to face the actual 
facts of world trade. The lesson was perhaps made un- 
duly severe, but it lasted less than two years, and cer- 
tainly stimulated efficiency. It must, nevertheless, be 
admitted that the process of recovery was greatly helped, 
thanks to the exceptional opportunities offered by the 
collapse of German production in consequence of the 
French occupation of the Ruhr. 

In Austria the false prosperity of inflation continued 
much longer. Employment was active and paper profits 
large. Output, however, was low and methods of pro- 
duction most wasteful. It might be added that inflation 
in Austria was not accompanied, as in some other lands, 
by any appreciable increase in the fixed capital equipment 
of the country. With stabilisation (autumn, 1922) there 
was an immediate increase in unemployment, though 
events in Germany in the following year created an in- 
creased demand for Austrian products, and the number 
in receipt of relief fell in consequence. This second 
wave of “artificial prosperity ’’ put off still further the 
process of industrial reorganisation. 


Towards the end of 1924, however, trade conditions 
were becoming much more difficult, and manufacturers 
found themselves forced to put their house in order. The 
financial crisis of that year had certainly had some effect 
upon the industrial situation, but it seems equally clear 
that it cannot be regarded as a major factor in the un- 
employment which ensued. On the other hand, the in- 
quiry made on behalf of the League of Nations into the 
economic situation of Austria a year ago pointed to the 
conclusion that there had been a steady elimination of 
superfluous workers, accompanied by the introduction of 
more economical methods of working. ‘This led to a slight 
increase in production, but to an even more remarkable 
increase in unemployment. Nevertheless, wages rose sub- 
stantially, production per head rose also, and in many 
cases the cost of production fell. The unemployment 
problem, moreover, was greatly influenced by the depres- 
sion in the building trade, and here it must be admitted 
that the economic position of the country does not at 
present justify constructional dev elopment other than 
housing, while the continuation of rent control successfully 
deters any private individual from engaging in any form 
of speculative building. 


The industrial crisis following the return to more stable 
currency conditions has thus taken rather different forms 
in Czechoslovakia and Austria respectively. In the former 

case it was relatively short, though very severe while it 
lasted. In the latter it was at first delayed, and has since 
been long drawn out and extremely painful. The rough 
indications of production which we have given up to the 
present-——and these will be supplemented to some extent in 
a later section dealing with the individual countries in turn 
—point to a certain measure of progress towards increased 
production. It would be quite wrong, however, to con- 
clude that present industrial output is anything like up 
to that of pre-war days. The League Commission of 
Inquiry estimated Austrian industrial production last year 
(August) at from 75 to So per cent. of that of 1913. While 
conditions are anne in Czechoslovakia, it seems neverthe- 
less abundantly clear that even here there is still a con- 
siderable amount of leeway to make up. As both coun- 
tries depend in very large measure upon their exports, we 
are thus brought naturally to consider the Danubian region 
from the point of view of international trade, and, in par- 
ticular, to see how a redistribution of Customs frontiers, 
together with the predominance of economic nationalism, 
has affected the free movement of goods in this part of 
the world. 


VI.—FOREIGN TRADE. 


In pre-war days the Danubian countries were far be- 
hind the States of Western Europe in the volume of their 
foreign trade. 


This can best be illustrated by a summary 
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table of imports and exports in the year 1912. In the 
case of Bulgaria and Serbia, which were then already in 
the throes of war, the previous year has been taken :— 


Total. 
(In Million £’s.) | 


Per Head. 


Country (In Shillings.) 


Imports. Exports. Imports.|Exports. 


62/- | 49/- 
168-7 132/- | 118/- 
81-9  88/- | 78/- 


25°5 


| ef 
71j- | 72/- 

73 | 

46 | 


36/- 33/- 


Austria-Hungary .........seees 


BUMETID cccccccesccocccccceces 
Hungary ...... 


Roumania ... 
Bulgaria ...... 


a a ae 31/9 32/3 


mesocovesecsccsscccs| SERS | SODE | S00/- | 100). _ 
The figures relating to Austria-Hungary are for, the trade 
of the Dual Monarchy with the rest of the world. Those 
for Austria alone are for foreign trade, plus trade with 
Hungary; and those for Hungary alone, for trade with 
the rest of the world, plus that with Austria proper. By 


RRANT on ccccesccscceecssesss 


way of further elucidation of these figures, the following | 


facts may be added :—In 1912: 32 per cent. of Austrian 
imports came from Hungary; 39 per cent. of Austrian 
exports went to Hungary ; 72 per cent. of Hungarian im- 
ports came from Austria; 74 per cent. of Hungarian ex- 
ports went to Austria. Hungarian trade was thus con- 
fined principally to the former Austrian Empire, while 
trade with Hungary formed well over one-third of the total 
foreign commerce of Austria proper. The lion’s share of the 
trade of the Austro-Hungarian Monarchy with the rest of 
the world (approximately 84 per cent. of both imports and 
exports) fell to the lot of Austria, and in this, of course, 
the lands now comprised within the frontiers of German 
Austria and Czechoslovakia were together responsible 
for far and away the greatest part. 

It is interesting to notice that the foreign trade of the 
Old Kingdom of Roumania, per capita, was greater than 


that of the Dual Monarchy. Indeed, the essential features | 


of Austro-Hungarian economy were, firstly, the trade 
within the different parts of the old Austria proper, and 
more particularly between Galicia and the Bohemian lands, 
on the one hand, and the Vienna district and Styria on 
the other; and, secondly, the trade movements between 
Austria and the former kingdom of Hungary. As to trade 
with the outside world, approximately 40 per cent. of both 
imports and exports came from or went to Germany, and 
here the Bohemian lands were naturally the most im- 
portant factor. The three States of the Lower Danube 
between them did not account for 7 per cent. of Austro- 
Hungarian exports, and, strange though it may sound, 
German trade with these countries in the last two years 
before the war was actually greater than that of Austria. 


Ba oe. nana Sia — : 
This was due mainly to the tariff policy adopted by Austria- | sprung up, slowly but surely, between the different Danu- 
| bian States. 


| slovakia, in particular, have improved enormously, and 


Hungary, in also 


siderations. 
Serbia, with no outlet of its own to the sea, did a little 


but, part, to other political con- 


over 40 per cent. of its foreign trade with the Dual | 


Monarchy. On the other hand, less than a quarter of 
the imports of Roumania and Bulgaria came from that 
country, while the overwhelming proportion of their ex- 
ports went elsewhere—to Western Europe in the case of 
Roumania, and to the Levant in that of Bulgaria. 

Taking all these Danubian States together, and ruling 
out trade within the region itself, we find that the total 
foreign commerce of Danubian Europe before the war 
amounted to about £174 millions of imports and £143 
millions of exports. This only represented an average 
per capita of some 53s in the case of imports, and 44s in 
that of exports. 

The pre-war position may be summed up by saying that 
the high tariff wall surrounding the Dual Monarchy cut 
off these lands from the countries of the Lower Danube, 
and, at the same time, encouraged a large internal trade 
within the Austro-Hungarian Empire itself. This was 
the basis of the prosperity of the industries of the Czech 
lands no less than of those now comprised within German 
Austria, though trade with Germany was also of particu- 
lar importance in the former case. It is true that Austria 
and Hungary were rapidly drifting apart in economic 
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matters, and that the survival of the Customs Union 
between them was becoming more problematic with each 
decennial treaty. It existed, however, dcwn to 1914, and 
was maintained, of course, during the war years. More- 
over, the cleavage in economic matters, as we have already 
pointed out, came between the two halves of the Monarchy, 
and thus was on political, and not ethnographic lines. So 
long as it survived, this Customs Union enclosed within 
its frontiers one of the largest free-trade areas in the 
world. 

With the establishment of the new national States all 
this was changed. The essential feature of the new order 
was not merely the multiplication of frontiers, for old 
ones were removed as well, but rather their redrawing 
and, more particularly, their establishment across areas 
which had for long been interdependent. The new States 
inherited the high-tariff policy of the old Empire, and in 
most cases went further in this direction than even the 
Habsburgs had done. Each State had a currency of its 
own, and its ‘‘defence’’ became a matter of political 
prestige. This, in turn, seemed to necessitate a limitation 
of imports—a policy also encouraged by the violent desire 
of each nation-State to become entirely self-sufficing in 
the economic sphere. The first chapter in the post-war 
commercial history of these countries is thus an era of 


| import prohibitions, side by side with high tariffs on other 


commodities. These duties were partly protective, and 
partly intended to yield revenue—a very urgent matter in 
the first few Budgets after the termination of hostilities. 
In some cases, exports were curtailed by means of 
prohibitions and export duties. 

The results of this suicidal policy soon began to make 
themselves felt. Trade with extra-Danubian countries 
could not adequately compensate for the falling-off in what 
was formerly internal trade, although Czechoslovakia 
achieved a fair measure of success in this direction. 
Moreover national self-sufficiency led to a duplication of 
factories in the different States, without leading to a 
corresponding increase in output. In certain branches 
six factories now exist to cover the same geographical 
area as that formerly served by one undertaking. This 
has happened, moreover, at a time of general impoverish- 
ment and financial crisis, and has increased still further 
the demand for, and therefore the price of, capital, which 
would, in any case, have been high enough in consequence 
of the prevailing shortage and the needs of legitimate 
reconstruction after the ravages of the war. 

It would be idle to suppose that these rather obvious 
considerations have as yet been realised in the Danubian 
States. Slowly, however, people have come to see that 
restrictions on international trade sometimes hit hardest 
those they are intended to benefit. In any case, the era 
of prohibitions is now at an end, and freedom in exchange 
dealings has been virtually re-established everywhere. 
Recent tariffs, however, seem to be moving upwards. On 
the other hand, a network of commercial treaties has 
Relations between Austria and Czecho- 
even Hungary, which has been the most vigorous expo- 
nent of high tariffs, recently concluded a commercial 
treaty with Austria, and has negotiated a temporary 


| 
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agreement with Czechoslovakia, which it is hoped will soon 
lead to something definite at long last. 

It is impossible, in a limited space, to describe this 
network of commercial treaties. It must suffice to say 
that, with the passing of import prohibitions and the spread 
of the most-favoured-nation clause, matters are slowly 
becoming more tolerable. At the same time, the rates of 
duty remain inordinately high, and the volume of foreign 
trade is still regrettably low. In the following table we 
have summarised the trade returns of these six countries 
in 1925, reducing all the figures to a common sterling 
basis. In the case of Roumania, the figures are only very 
approximate, as the exchange has been fluctuating widely 
and returns are only made quarterly :— 


ForREIGN TRADE in 1925. 


| Totals. 
(Million £’s.) | 


Per Head. 
(Shillings.) 


Imports. Exports ‘Balance. 





Imports.|Exports. 





eS ae cocee| 835 565 — 270} 257/- | 174/- 
Czechoslovakia ......, 1068 | 1141 (+ 73 157/- | 168/- 
Hungary ..... veseces| Oe | 2 — i Fy. 73/- 
ROU AIA 4.54 040000:00 30:0 290 — 10) 37/- 36/- 
BIMEEDs cine on a040 4450 10°8 84 — 24) 44/- 34/- 
Jugoslavi® ececceceeee| 309 310 + O05 | 51/- 52/- 
France*® ..eeceseseeees, 4263 4488 |4+ 22:5] 218/- | 229/- 
Germany «+++eeeeeee+| 6085 430°7 —1778! 203/- | 144)- 


* Total of monthly figures converted at the average of daily rates 
for the month. 


The volume of Austrian imports gives some idea of the 
extent to which this little Republic depends upon foreign 
trade. As we have already indicated, her industries in 
pre-war days were engaged, even more than those of 
Czechoslovakia, in satisfying the demands of what was 
then the home market, but has now become foreign terri- 
tory. It is natural, therefore, that she should suffer 
acutely from the exaggerated tariff policy of the other 
Succession States. The Czech export trade is helped by 
the world demand for sugar and coal, though this latter 


has not been an unmixed blessing of recent years. Both 
these products, and more particularly the former, loom 
large in the exports of the country. Moreover, Czecho- 


slovak industries have the advantage of a much larger 
home area to serve than the Austrian, and they are also 
better placed for competing on the world market. Depen- 
dence upon trade with Germany, however, is making 
itself felt in a rather unpleasant fashion in Czechoslovakia 
this year, as the purchasing power of this, her principal 
customer, is, for the time being, sadly diminished by the 
serious crisis through which the country is passing. The 
recrudescence of Protectionist sentiment in the Reich, as 
shown in the new tariff passed last year, is also causing 
considerable difficulty to Czechoslovakia and Austria alike. 

The foreign trade figures of the other Danubian States 
in any year are largely dependent upon the harvest condi- 
tions in the year in question and the carry-over from the 
previous year. In 1925 the situation was decidedly favour- 
able in Hungary and Jugoslavia, though conditions in 
Roumania were exceptionally bad, and made all the worse 
by transport difficulties in the late autumn. A comparison 
with our table of foreign trade in pre-war days is, unfortu- 
nately, almost impossible to make. In the case of 
Roumania, for example, the home market has expanded 
enormously. The new provinces appear as buyers of oil 
from the old kingdom, while, so far as cereals are con- 
cerned, Bessarabia is a large exporter, whereas Tran- 
sylvania and the Bucovina are almost certainly cereal 
importers on balance. When all allowances have been 
made, however, the foreign trade figures for 1925 cannot 
be regarded as satisfactory, and are certainly well below 
those of pre-war days. 

Taking the six countries as a whole, and ruling out 
trade between themselves, the total foreign commerce of 
the Danubian area with the rest of the world last year may 
be estimated approximately at some £193 millions of 
imports and £164 millions of exports. These totals 

cannot strictly be compared with those given for the year 
1912, as the area is not identical in the two cases. The 
rough estimates per capita, however, may be used with 
greater safety. These work out, for 1925, at 64s of 
imports and 55s of exports, as against 53s and 44s 
respectively in 1912. If we bear in mind the change in 


the general world price level, it will be seen that trade 
with the extra-Danubian countries last year could not 
have been more than about 75 to 80 per cent. of that of 
1912. The internal trade within the Danubian region 
itself, however, has almost certainly diminished consider- 
ably more than this, though it is, unfortunately, 
impossible to give even a rough estimate of the actual fall. 

It seems quite clear that the volume of trade with 
the extra-Danubian countries has fallen considerably as 
compared with pre-war days, while trade between the 
Danubian countries themselves still remains far from 
normal. The causes of this state of affairs are, firstly, 
the fall in agricultural production—this being the basis 
of the purchasing pewer of the region; and, secondly, 
the series of measures which have been adopted by the 
new States to hamper trade. The relaxation of import 
prohibitions has led to an increase in trade, and the same 
result is slowly being achieved by the growth of com- 
mercial treaties between these States and one another. 
Nevertheless, Customs duties remain inordinately high.* 
This leads to a contraction in the volume of trade, and, 
in consequence, to a diminution of industrial production. 
The more immediate sufferers are the highly industrialised 
States like Austria and Czechoslovakia, though even they 
do not as yet seem prepared to work as closely together 
as the economic needs of the two countries demand. 
The attempt to foster industries artificially in the other 
States is making for an unwise and inefficient distri- 
bution of their national resources; helps to keep the rate 
of interest unnecessarily high; and, in general, acts as a 
check to economic reconstruction. 

The period of economic chauvinism, however, is slowly 
passing. In its turn has come the age of rather more 
moderate economic nationalism. It may be that the time 
is not now very far distant when enlightened self-interest 
will point the way to economic co-operation as the only 
sure method of bringing prosperity once again to a region 
that has had more than its fair share of suffering from 
the war and the legacy it has left of hatred and cupidity. 


PART II. 
1.—AUSTRIA. 


The political life of the Republic of German Austria, 
which, despite its small size, is none the less a Federal 
State, has arrived at something like stalemate. In Vienna 
the Social Democrats have a stronghold which guaran- 
tees them some place in the Austrian political world. Else- 
where the Christian Socialists seem secure, and, as Vienna 
is not Austria, enjoy a majority in the Federal Parlia- 


ment. The two wings of this party—the one urban and 
clerical, the other a peasant party in embryo—work 
fairly harmoniously together, and a relatively stable 


Government seems assured in consequence. 

The main event of the present year has been the ter- 
mination of the work of the Commissioner-General of 
the League of Nations, who had exercised some measure 
of control over Austrian affairs since the reconstruction 
plan was inaugurated in 1922. As from June 3oth last 
Austria regained her independence in fiscal matters—pro- 
vided always that the bondholders’ claims are satisfied. 
Thus ended a remarkable experiment in international 
affairs, and one which, despite its difficulty, has been 
crowned with a very considerable measure of success. A 
crumbling currency has been stabilised, and budgetary 





* As an example, we may cite the following estimates of the 
level of the tariff burden on Austrian goods in the adjoining 
States, which are given by the Commission of Inquiry into 
Austria last year. Two methods of calculation were adopted, the 
one giving a minimum, the other a maximum figure. The actual 
burden is probably somewhere between these extremes. 


Min. Max. Min. Max. 
% % % % 
Germany ...... 14  .. 174 | Hungary........ 28 «.. 40 
Waly incccesscs WG os @ Roumania...... 19 .. 23 
Czechoslovakia .. 21} .. 303 | Jugoslavia...... 27 «.. 41 


Calculated in this manner, the Austrian rate would be about the 
same as that of Italy, and thus the lowest of any of the Succession 
States. 
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NATIONAL BANK OF CZECHOSLOVAKIA. 


The National Bank of Czechoslovakia was established 
by an Act of Parliament which was passed on April the 
25th, 1925, and came into force about a year later. The 
functions of this bank comprise the administration of the 
currency, the recording of bank credits, the transaction 
of clearing operations and the management of the State 
Treasury. With regard to the currency, one of the duties 
of the bank is to maintain the relation of the Czechoslovak 
crown to foreign undepreciated currencies at the average 
level of the last two years before the passing of the Act, 
in the preamble to which this level is specified as being 
between 2.90-3.03 dollars per Ke 100 on the New York 
Exchange. The bank has to carry this out by other 
means than the redemption of notes, the process which 
is suspended for the present and which will be introduced 
later by a special enactment. The main resource in carry- 
ing out the gold standard exchange policy is a metallic 
covering prescribed by law, and representing 20 per cent. 
of the banknotes in circulation. For a period of fifteen 
years this covering is to increase at the rate of 1 per cent. 
annually, so that when the first charter of the bank ex- 
pires the total covering will amount to 35 per cent. The 
whole of the present State note circulation ranks as bank- 
notes, so that the banknotes of the National Bank are 
covered on the one hand by claims on the State to the 
amount of the uncovered State note debt and on the other 
hand by precious metals and commercial paper (bills, loans 
and commercial claims abroad). The obligation to main- 
tain the prescribed covering is not absolute, as a 
breach of the duty is only subject to a tax on 
a progressive scale. The metal covering, however, 
is not the sole basis of the currency policy of the 
bank, which administers also a loan of 50,000,000 
dollars borrowed from America for this express pur- 
pose. The State note debt consists of the banknotes, the 
current accounts and the Treasury notes of the former 
Austro-Hungarian Bank on Czechoslovak territory, which 
were taken over and converted into Czechoslovak State 


notes by a process of stamping.” This debt was reduced 
by withholding half the notes presented by private persons 
for stamping, and by converting the notes thus retained 
into State bonds beari ing 1 per cent. interest. The debt 
has been further reduced by payments on account of the 
tax on property. Persons assessed for this tax have paid 
it partly by means of the 1 per cent. bonds referred to and 
partly in cash. U p to the end of June, 1925, the amount 
yielded by this tax was 4,361 million crowns, and the un- 
covered State note debt now amounts to 5,368 millions. 

The administration of the currency is fully concentrated, 
for, as already mentioned, the National Bank is granted 
the privileges of a bank of issue for a period of fifteen 
years. During this period the State undertakes to issue 
no State notes, and to declare the State notes already in 
circulation as banknotes, subject to the exception already 
indicated with regard to covering. For the present, the 
banknotes are not exchangeable for coin, and their circu- 
lation is compulsory. The bank attends to the circulation 
of coin in the country by taking over the coins from the 
State authorities, placing them in circulation, exchanging 
them, withdrawing them. Another duty of the bank is 
to keep a record of commercial credits throughout the 
State. The abuse of credit and the obtaining of credit 
from several banks who are mutually unaware of the 
various advances are prevented by the bank, which is en- 
titled for this purpose to ask for all vouchers and other 
particulars deemed necessary in this connection. 

The joint-stock capital of the bank is I 2,000,000 dollars, 
and each share, the nominal value of which is 100 dollars, 
bears the name of the owner. The head of the bank is 
the Governor, nominated by the President of the Republic, 
together with a board of nine directors. Six of these 
directors are elected at the general meeting and three are 
nominated by the President of the Republic. The tenth 
member may be co-opted. The general meeting elects 
an audit committee for a period of five years. 

The following table shows the financial position of the 
bank on August the 31st, 1926 :— 


ASSETS. 


(In Czechoslovak Crowns, o00’s Omitted.) 


Gold and silver holdings 
Balances abroad and foreign currencies 
Other cash ... sa a st 
Bills discounted 

Securities discounted 

Advances on collaterals 

State notes debt balance 


Assets of the Banking Office of the Ministry of Finance in "liquidation, 


charge of the Czechoslovak National Bank 
Other assets... 


Changes as Compared 
with the Statement 
on August 23, 1926. 


37 
9,698 


Statement. 

1,033550 

1,323,522 

6,243 

129,574 

gfo 

sie fons 59,069 
wine oes 4,883,746 


+ 
4 
bp 


2,828 
gl! 


673 
241,357 


663,933 
783,506 


8,885,063 267,532 


LIABILITIES. 


Capital fully paid up ($12,000 ae): 

Bank notes in circulation 

Check account balances and other s sums due at sight 
Other maturities: Short term cash vouchers 

Other liabilities sila ao sie 


Bank Rate 


Bills 
Advances ; : 
METALLIC Cov 2a~<Precions « met tals 


Gold foreign currencies 


Metallic cover 


SINCE JANUARY 13, 


7,161,203 618,289 
1,030,195 351,510 
2,965 17 
253,g00 770 


8,885,063 267,532 


1926. 


6 per Cent. 
74 per Cent. 
Gold Kc 916 064,420°82 
Silver Kc) -112.363,041°57 
Ke 1,028,428,270°39 
Ke 1,274,485 571°49 


7 to 


Ke 2,302,914,841°88 


69°6 per Cent. 
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reform is now an accomplished fact. The following table 
summarises the closed accounts for the past three years :— 


(In Millions of Schillings.) 
Budget Administration—- 


(a) Ordinary transactions— 1923. 1924. 1925. 
Expenditure weaier Saree 779 65 809:99 .. 741°38 
Receipts cccccccesceees 697:-45 .. 900°62 .. 908-47 
Surplus ...0.-sccccecees aa -- + 9063 .. +167:09 
TONG asateGades0<be-<e — 82:20 .. “ia ‘ “a 

(b) Investments .......6.. — 7608 .. —103567 .. — 90°64 
Budget surplus.......... oe oe o- es + 76°45 
Budget deficit .......... —15828 .. — 13:04 .. - 


‘The improvement outlined in these figures is most remark- 
able. The era of budgetary chaos ended in 1922. While 
expenditure remains higher than that anticipated in the 
reconstruction plan, Budget equilibrium has __ been 
achieved, thanks to the large increase in receipts. Last 
year there was a surplus, in spite of very considerable in- 
vestments of a more or less productive nature. For the 
first six months of the present year there will probably 
be a deficit of about 364 million schillings, though this 
is due to expenditure on investments during the period 
amounting to over 74 million schillings. This satisfactory 
state of affairs has only been brought about by reform in 
many directions. The State railways have been re- 
organised, and although they remain in a difficult position, 
are well on the way to complete recovery. This is largely 
due to the creation of an autonomous administration for 
the 
jeading figure in Austrian industry. Large numbers of 
officials have been dismissed, more especially on the rail- 
ways, and this application of the axe, though painful, 
has certainly prepared the way for sounder administration. 
At the end of last year the Federal Government employed 
104,310 persons, of whom 65,414 were railwaymen. By 
that date 81,702 officials had been discharged, 38,357 
being railwaymen, since the applications of the recon- 
struction scheme in October, 1922. 

The total of the international loan necessary for the 
work of reconstruction was 650 million gold crowns, or 
936 million schillings. By the end of the period of control 
the net yield of this loan—879.8 million schillings—had 
been accounted for as follows :— 


Million 

Schillings. 

1, For repayment of credits granted during the inflation period 175-60 

2. Security for service of loan for first six months .......... 51-50 

5. Cover for investment expenditure .........ceeeeeececees 332°56 

h, KOOVOE EOP CUETONG CONOIUG 6.5.56 discos caisiciee ssc cntisisicnes 115°44 
The amount unused, with accumulated interest, stood, in June 

PRE MDS 5n4nk awit FSG ORR Oe Oe aleleweCoiiccas sed SO Raines 217-60 


It will be seen that the cover for current deficits only 
amounts to about 13 per cent. of the total loan. The 
investments include expenditure incurred for the electri- 
fication of some of the railways and the reorganisation 
of the dairy industry of the country. 

Financial reconstruction, however, has also necessitated 
a whole series of readjustments in the economic sphere, 
and these have not been by any means easy to accomplish. 
They are due in part to the after effects of inflation, and 
also to the difficult process of post-war reconstruction 
in Europe as a whole. It is hard, indeed, to say to what 
extent they may be regarded as a specifically Austrian 
problem. 

In agriculture much has already been done to make 
good the damage caused by the war, as the following 








table, reviewing the cereal production of the last two 
years, shows :— 
———— Area. —-= Yield. — 
(In Thousand Hectares). (In Thousand Metric Tons). 
Pre-War. 1924. 1925. Pre-War. 1924. 1925. 
Wheat 198 .. 195 197 ail .. Z5l .. 326 
eee 419 375 GOL «ss. O68 .. Fl .. 625 
Barley . 136 .. 1358 141 .... 169 157 .. 228 
Oats ..... » OFF os OOD ss GHEY sesx 405 332 .. 485 
Maize » © ws Sua BB. To « Ww 
Potatoes .. 155 .. 167 .. 173 .... 1, 296 ..1,647 .. 2,230 
Sugar beet. 16 ue DD cw BE cess. TS 433... 548 


The comparison with the pre-war figures (average, 1909- 
13) are somewhat misleading, since they do not include 
the Burgenland, which has since been incorporated in 
Austria. The increase in root crops like potatoes and 
however, well established, and is a most 

Considerable progress has been made 


Sugar-beet is, 
welcome sign. 


railways, under the chairmanship of Herr Gunther, a, 


in Austrian agriculture since the war. Credits have 
been made available out of the remainder of the League 
loan for the purchase of fertilisers and seeds, and a 
long-term loan has also come from the same _ source 
for the reorganisation of the dairy industry of the 
country. In a word, agriculture, which is by far the 
greatest industry of the country, has already done well, 
and promises still better for the future. 

The source of greatest anxiety in present-day Austria 
is, perhaps, the foreign trade situation, and here the situa- 
tion still leaves much to be desired. We may begin bv 
summarising the figures for the past four years :— 


(In Million Schillings.) 


Imports. Exports Deficit. 
Es ac: <ls: ciara eiecaie oe A acess 920 
DE soeicccvats 2,688 ...... BOSD ccsaes 1,097 
BONEN hc ee wesacee eee th: eee 1,485 
BUM ec ce cesese - 2,882 ...... 1,948 ua 934 
Ast. Quarter, 
RGSS ..cccccccece GBB nccccree GH vine, 2S 
TEED cecccscces aes (GEE secccccs: TIP <cawesce 20 


Down to 1925 imports increased at an alarming rate 
without there being any adequate increase in exports to 
correspond. Last year, however, the situation changed 
considerably for the better, and the slight fall which 
occurred in the value of total exports was more than 
accounted for by the general fall in prices. Indeed, the 
quantities exported actually increased by about one-third. 
It is unfortunately true, however, that the quantity of 
raw materials exported rose more than that of finished 
goods, while several important exporting industries regis- 
tered a decline both in quantity and in value—notably the 
woollen trade, ladies’ dresses, furniture, leather and shoes. 
As compared with the same quarter of 1925, the figures 
for the first three months of the present year are rather 
disturbing. While imports were greater, exports were 
considerably less. The figures for April, which are the 
latest at present available, do not do much to dispel the 
gloom. Imports stood at 217.7 million schillings, and 
exports at 137.6 millions, thus leaving an adverse balance 
of over 80 million schillings on the month’s trade 

The changes that have taken place in the direction of 
Austrian trade of recent years are indicated in the follow- 
ing summary : 


AUSTRIAN TRADE. 























__ Segante. ___ Experts. 
1922. ) 1923. | 1924 - | 1924. | 3 1925. | “3922. 19 1923. 23. | 1924. | 1925. 
%1|a1ua!|u~| ©) ©] B&B! 
Danubian States ...... 40°l 413 41: 2 39 8 42°1 39°33 | 36°38 | 35°6 
North Central Europe. 26°9 24°2 | 22°5 24°4 | 239 21:0 23°0 | 23°4 
Western Europe ...... 18°7 | 19°7 | 17°1 | 23°0 25°4 25°9 23°4 
Other countries........ (v2 15°38 | 166 187 | 11:0 143 | 14:3 | AT6 
Although the Danubian States may be regarded as 


Austria’s ‘‘ natural’’ market, it will be seen that their 
share of Austrian exports has grown progressively less— 
precisely at a time when the purchasing power of the 
region as a whole has been gradually rising. The most 
striking feature of these figures is the steady expansion 
of trade with extra-European countries. In a _ word, 
Austria, which previously relied upon Danubian trade, 
is now being forced more and more on to the world 
market. 

‘If we bear in mind the protective duties in force in the 
neighbouring States, it is, perhaps, not altogether sur- 
prising—though none the less regrettable—that Austria 
herself should recently have turned towards higher duties. 
In July last a new Customs Bill was passed, envisaging 
a large measure of protection for the iron and steel and 
textile industries, and extending the protective principle 
to agricultural products as well. The duties are to come 
into force by way of administrative decree, and appear to 
be intended primarily as a_ bargaining counter in 
commercial negotiations with other States. 


I1.—CZECHOSLOVAKIA. 

Until quite recently the political life of Czechoslovakia 
has been dominated by the coalition of Czech parties, 
organised, in spite of widely diverging social aims, on 
the basis of the will to live of the Czech people and the 
need for consolidating the new nation-State. The Opposi- 
tion was thus made up of representatives of the German 
and Magyar minorities, together with a certain number of 
Slovak malcontents. This continuation of a nationalist 
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orientation, although, in many ways, a perfectly natural 
legacy from Habsburg days, hardly constituted the best 
possible basis for a sound political life, and, moreover, 
ran counter to the equally natural cleavage of opinion on 
economic issues. This vear, with the advent of a tariff 
embodying a whole series of concessions to the agrarian 
interests, the economic moment has come much more to 
the fore. The old national bloc has been very much 
shaken, and, for the moment, a Government of officials is 
in power. It appears as though the division between 
Right and Left, irrespective of national allegiances, will 
gradually become the dominant feature in the Parliament 
and government at Prague, and this is probably to be 
welcomed in the interests of political and economic 
consolidation. 

Financial reconstruction has proceeded apace since the 
foundation of the Republic in October, 1918. Figures 
of the actual revenue and expenditure will be found in 
the following table :— 

(In Millions of Czech Crowns.) 

Actual Actual 

Year. Expenditure. Revenue. 

TSIG seccccrcocccce ; 4,736 

1920 .... 13,538 12,735 — 
1921 18,156 .... 20,727 .... + 
1922 18,335 .... 18939 .... + 
1923 16,605 .... 15,664 .... — 
1924 15,360 16,691 .... + 

The first task of creating a revenue-raising machine for 

the new State had been virtually accomplished by 1921. 

With the appreciation in the crown which took place in 

the following year, every effort had to be made to bring 


Balance. 
— 2,713 


eereseeese eevee e@eee 


eeeeseeere 


the budgetary position into accord with the new value of | 


the currency. Expenditure was reduced, thereby enabling 
the burden of taxation to be reduced also. The difficulties 
of the present situation, however, would seem to call for 
still further reductions, in order that the fiscal burden on 
industry should be made easier to bear. This year there 
will probably be a small surplus, even when investment 
expenditure is included. 
of very remarkable achievement, and is, of course, the 
basis of the sound currency and credit position enjoyed 
by the country. 

As in the other Danubian countries, though not to the 
same extent as in most of them, agriculture is much the 
most important industry of the country. Here, also, 
considerable progress has been made, though, until last 
year, the yield of the principal cereals remained well below 
the pre-war level. This is accounted for in large measure 
by the reduction which has taken place in the area sown 
with these crops :— 

Area Yield 


} (In Thousand Hectares). (In Thousand Metric Tons). 
} Siemans a 


Pre-War| 1924. 
 peanteiieaianitl 


703 
1,041 
944 
993 


1925. 
1,070 
1,476 

| 1,246 
| 1,304 
306 


1924. 


877 
1,136 
971 
1,204 
260 
634 7,516 6514 7,499 
303 307. 6,994 §=—s_- 8,374 = «9,075 


The increase in the area down to sugar beet, no less than 
the increased yield of this crop, is an outstanding feature 
of Czechoslovak agriculture of recent years. It is true 
that this tendency has made itself felt on a world-wide 
scale. Its working in Czechoslovakia, one of the principal 
sugar-exporting countries of the world, is none the less 
interesting on that account. In the following table will 
be found the relevant data for the post-war years :— 


SuGar PRopwcrIon. 


(Thousand —(Thousand Metric Tons.)— 
Hectares.) Production Exports 
Area Down of Raw of Refined 
to Beet. Sugar. Sugar. 
318 1,423 os 
201 624 ccee 161 
183 507 osom 341 

414 


193 eece 
192 376 
389 


185 .... 
658 


226 Ses 
303 eeee 1,015 


307 cose cece ee 
The steady increase which has taken place since 1921 has 
been continued into the present year (1925-6). During 


915 
1,443 
1,466 
1,226 

217 


606 
838 
678 
846 
157 


seeeee) 


Sugar beet 
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the first nine months of the sugar year (?.e., down to the 
end of June last) the production of raw sugar totalled 
1,504,563 tons, as against 1,408,498 tons during the corre- 
sponding period of the previous year. This is already the 
highest figure ever attained in any one year. Exports 
over the nine months stood at 884,245 tons, as against 
894,757 during the previous year. This enormous produc- 
tion, however, has coincided with a fall in world sugar 
prices. The position during the coming year will not be 
up to this standard. The area down to beet is slightly 
less, and the yield is expected to be inferior to that of last 
year. 

' If we turn next to the foreign trade returns, we shall 
find still further evidence of the success with which the 
country has adapted itself to changing world conditions :— 

(In Million Czech Crowns.) 

Export 
Surplus, 
5,222 
2,351 


1,167 
1,205 


Imports. Exports. 


17,873 
12,573 
17,022 
18,799 


--.. 8,920 874 

TSM nn6 397 
It will be seen that the situation this year has presented 
great difficulties to the Czech export trade, the volume of 
which has fallen considerably in comparison with the 
corresponding period last year. In particular, the surplus 
of exports over imports has been very greatly diminished 
a state of affairs not altogether satisfactory to a debtor 


‘nation like Czechoslovakia. 


The direction of foreign trade is summarised in the 
following table :— 


(In Million Czech Crowns.) 


Imports. Exports. 


Danubian States— 
Austria 
EE SS aaseice ascun 
Roumania .......... 
Jugosiavia .......... 


wr o-) 


Germany 

Poland 

Great Britain........ 
United States........ 


558 
7 1,586 
64 718 


ARAsS AROUNS 


uneu 


889 


It will be seen that nearly a third of Czechoslovak exports 


go to the other Danubian Succession States. The percen- 
tual share of these four countries together has moved as 
follows of recent years :— 


1921. 1922. 


1923. 1925. 


Imports .... 177 .. 187 .. 145 189 .. 188 
Exports .... 51°5 379 .. 341 370 .. 325 
The general distribution of Czechoslovak exports offers 
striking resemblances with those of Austria. In 1924, 
indeed, Czech exports to the Danubian countries were, 
both absolutely and relatively, greater than those of 
Austria, though the figures for last year show that the 
steady fall in the percentual share of these countries, 
which was so marked down to the year 1923, has con- 
tinued still further. The relative importance of this 
market to Czechoslovakia is thus, on the whole, slightly 
less than it is in the case of Austria. Exports to Germany 
and Poland (North Central Europe) have increased rela- 
tively more from Czechoslovakia than they have from 
Austria; while Austrian exports to the rest of the world 
have, on the whole, risen more than have those of Czecho- 
slovakia. In both cases the percentual share of Western 
and extra-European countries amounts to about 4o per 
cent. The importance of trade with the neighbouring 
countries is thus quite apparent, and any hope of a 
permanent revival must perforce be based upon greater 

facilities for international commerce. 


1924. 


III.— HUNGARY. 


The political life of Hungary has always been one of 
considerable excitement, and characterised, amongst other 
things, by the existence of a large number of political 
parties. In the main, however, the personal element pre- 
dominates, and, in the present case, the Government bloc 
is held together mainly by the personality of the Prime 
Minister, Count Stephen Bethlen. For Hungary, of 
course, the Peace Treaties brought a reconstruction of 
political frontiers which cut up the old kingdom of Saint 





Sept. 18, 
1926. 


THE ECONOMIST DANUBIAN SUPPLEMENT. 


17 





Stephen beyond all recognition, and proved a very bitter 
ill indeed for the dominant Magyar aristocracy to 
swallow. The Bolshevism of Bela Kun at least offered a 
pretext for the overthrow of the new order, but when this 
was countered by the Roumanian occupation of Buda- 
Pest the days of the Hungarian Soviet were at an end. 
The political pendulum swung to the opposite extreme, 
and plans for a restoration of the Habsburgs formed the 
principal topic of conversation. This solution was check- 
mated by the vigorous action of the Little Entente; and 
gradually it came to be seen that the first need of the new 
(‘Rump ’’) Hungary was to set its own house in order 
rather than to attempt to overthrow the Peace settlement 
itself. The great merit of Count Bethlen is that he saw 
the need of this practical solution and carried it through 
with considerable tact. Financial reconstruction was 
achieved by the acceptance of a measure of League con- 
trol; and the success with which he negotiated the neces- 
sary preliminaries, no less than the loyalty with which he 


co-operated with the Commissioner-General of the League. 


in Buda-Pest, has shown that Count Bethlen is a states- 
man of no mean ability. Militant irredentism has lost 
ground, though the forgeries which occurred earlier in the 
present year, no less than the trials which followed, show 
that there still remain elements in the country which prefer 
strife to reconciliation, and do something to justify the 
suspicion with which Hungary is even now regarded by 
its neighbours. 

The application of the League scheme of financial re- 
construction has been a brilliant success. The plan came 
into operation on May 1, 1924, and the two financial years 
which have since passed each closed with a substantial 
surplus. This is particularly satisfactory in that quite 
considerable reductions in taxation were made during the 
past vear. Since July 1, 1924, no portion of the Recon- 
struction Loan has been spent for budgetary deficits, 
a result due, not to a fall in expenditure, but to a very 
gratifying increase in revenue. At a meeting of the 
Council of the League, held on June toth last, it was 
accordingly decided :—‘ That the financial stability of 
Hungary being assured, the functions of the Com- 


missioner-General shall be brought to an end on June 30, 


1926.’’ The position of the receipts and disbursements 
of the Reconstruction Loan as at that date was as 
follows :— 
(In Million Gold Crowns.) 
REcEIPTs. EXPENDITURE. 
Net proceeds of Loan .... 253,8 | Expenses of issue ....0++- 0 
Net exchange profits to date 13,1| Budget deficits, &c., to 
| Jume30,1924 ......06-- 69,6 
| Special reserve..........-. 15,6 
| Capital investments,1925-26 50,0 
Advances for silver pur- 
| chases and Mint expenses 
(to be refunded) ........ 11,7 


Total expenditure .... 147,4 
Balance ...eccoeee -- 1195 


266,9 2669 


The capital investments were approved by the Council 
of the League, and have been made for public utilities 
which may be expected to increase the taxable capacity 
of the country. 

In a word, the termination of control has left Hungary 
in a strong financial position. The National Bank is 
firmly established, and some indication of the improvement 
in the credit of the country is given by the successful 
flotation of loans on the London market by the Hungarian 
Land Mortgage Institute in January, and the Hungarian 
Counties a few weeks ago. 

The basis of the prosperity of a country like Hungary, 
where over 70 per cent. of the total population are re- 
turned as living in villages, is naturally its agriculture : 
Yield (Thous. Metric Tons). 





Area (Thous. Hectares). 


Average, Average, 

1911-15. 1924. 1925. 1911-15. 1924. 1925. 
Wheat...... 1511 ..1,416 ..1,458 ....1,995 ..1,403 .. 1,838 
_—yannaleteialaes 680 .. 663 .. 684.... 804 .. 561 794 
Barley 525 408 .. 418.... 714 .. 320 492 
Oats’ ....ce.se 345 .. 287 .. 294.... 440 .. 228 .. 341 
Maize ...... 859 .. 995 .. 1,044 ....1,506 ..1,883 .. 2,349 
Potatoes.... 242 251 256 .... 1,942 ..1,535 .. 2,305 
Sugar beet .. 59 .. 68 66 ....1,502 ..1,274 ..1,525 


Sie... Bi 2. Bui. oa Bs. 8 
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The area down to these eight crops together last year 
was very nearly up to the pre-war average (4,236,000 hec- 
tares, against 4,259,coo). With the exception of maize 
and the root crops, however, production remained below 
the level of 1911-15. It is greatly to be hoped that improve- 
ments in agricultural credit facilities will lead to the com- 
plete recovery of Hungarian agriculture. 

The foreign trade position has also improved noticeably 
during the period of reconstruction :— 
(In Millions of Gold Crowns.) 


Import —Index Numbers.— 
Year. Imports. Exports. Surplus. Imports. Exports. 
1920 .... 417,35 .... 1643 253,0 .... 100 .... 100 
1921 .... 520,7 ROD, «eso BOBS .... 135 «... 155 
1922 .... 539,4 530,1 .... 20935 .... 129 .... 201 
1923 .... 423,0 .... 338,1 BSD «sos 201 .... BOB 
1924.... 7028 .... 575,0 RBIS ossc EGR cess G00 
1925 .... 7421 .... 70135 .... 40,8 - ATT .... 426 


The figures for the earlier years are not entirely reliable, 
on account of the violent fluctuations which were then 
taking place in the value of the paper crown. The table, 
as a whole, however, gives some indication of the re- 
markable expansion that has taken place in the foreign 
trade of the country, and, more particularly, in the volume 
of exports. This has been especially noticeable during the 
period covered by the reconstruction scheme, when the 
excess of imports has been very considerably diminished. 

The percentual share of the principal countries in 


Hungary’s foreign trade is indicated in the following 
table :— 


nce , oe 


Country. 





Danubian States— 





1923. | 1924. 1925. 1923. |= 1924. | 1925. | 1925. 








DUD: Ls ecewbekasscey 26 23 44 36 | 
Czechoslovakia “ 24 25 12 2 24 =| 
SRONIIRED os.as secs 5s%a 10 | 8 9 5 } 
Jugoslavia ..........0- 5 | 4 7 “aS 6 | 
|} |} — + 
RUE cscs on janes 63 | 60 71 | 70 
Other countries - |< ———_— —————_ }|-_—_ 
PERRET: 5655 %5s5 550000 14 13 15 6 8 | 10 
TUN Crass ccbeowanks 6 6 5 a 5 | 5 
eric tad 3 ¢q'g6ieate6il «4 





Hungary is thus even more dependent than the other 
Succession States upon trade within the Danubian region 
itself. This is quite understandable in view of her geo- 
graphical situation, and the fact that the industrial areas 
of Austria and Czechoslovakia are the historical and 
natural markets for her agricultural produce. 
IV.—ROUMANIA. 

The political life of the new Kingdom of Roumania of 
recent vears has been the record of one strongly organised 
party—that of the Liberals under the leadership of M. 
lon Bratianu—which, although only representing a 
minority, has nevertheless managed to maintain its posi- 
tion in face of a group of opposition parties which are 
hopelessly divided against themselves. During their long 
tenure of office, which started early in 1 and only 
came to an end this year, the Liberals have consolidated 
their position in the economic life of the’ country, and 
have preferred to retire and leave the succession to 
the small group led by General Averescu, rather than con- 
tinue to face an unpopularity which was growing steadily 
in intensity. In a word, with the ‘‘ economic citadel ”’ of 
the country in their hands, they have chosen to hand over 
the burdens of the administration to a successor, and 
bide their time. The strongest party in the old kingdom 
and in Bessarabia—the Tsaranist or Peasant party—is 
handicapped by the fact that it is fairly new, and is entirely 
without influence in high places. Its inability to co- 
operate with the Transylvanian Nationalists has also helped 
to condemn it to continued opposition. These rather 
curious combinations are, of course, made possible by 
reason of the fact that the Government in power can always 
win a general election, so great are the advantages of 
holding the reins of office in one’s hands. 

Immediately after the war the finances of the country 
were in a hopeless state of chaos. There were actually 
no budgets issued, and it is not until the year 1921-2 that 
we can begin to follow the financial situation. Note print- 
ing to cover the excess of expenditure over receipts ceased 
in 1922, and thereafter revenue has regularly exceeded the 
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budget estimates. All such surpluses have been at once 
used to open supplementary credits, thanks to which 
official salaries have been increased, and additional funds 
spent on railways, schools, and so on. The effective re- 
ceipts over the last few years are shown in the following 
table, together with the rough equivalent in dollars. It 
should be noted that down to 1923 the budget year ended 
on March gist. For that year accounts were drawn up 
for the remaining nine months, and thereafter the budget 
year has coincided with the calendar year. 

RECEIPTS. Approximate 


Dollar 


In Millions Equivalent 


Year. of Lei. in Millions. 
ee TT rr rere 568 cae 1136 
1821-22 ..... Rpde beaaa neues 8,052 89°5 
PS. cco aceecheneaa eas 14,579 er 96:5 
1925 (9 months) .......... -. 19,152 wan 93-4 
Ee Rie se ss0> chee suk ekeesaes 28,908 141:7 


The amounts, even in gold equivalent, have thus at last 
surpassed those of the last year before the war. It should 
not be forgotten, however, that Roumania was then a 
kingdom of some 7,000,000 inhabitants only, whereas the 
present population of new Roumania must be somewhere 
in the neighbourhood of 174 millions. 

Unfortunately, this Budget equilibrium has been estab- 
lished, thanks very largely to the completely inadequate 
remuneration received by the offic ials. Ic is thus to some 
extent a ‘‘ Budget of misery,’’ which has naturally hat 
serious consequences in the general life of the country. 
At the same time, much has certainly been done to remedy 
the chaotic conditions which were inherited as a legacy 
from the war, though normal finances cannot be estab- 
lished until the currency is finally sti ibilised. 

In Roumania, as in so many other countries, the ad- 

ministration of the State railways has been made 
autonomous (Law of May 16, 1925), and their finances will 
no longer appear on the Budget. It is hoped, also, that 
receipts from the various State properties will show con- 
siderable expansion in the near future. 
The leading industry of the country—agriculture—has 
made very considerable progress since the war. Until 
this year, however, production has remained considerab!y 
below that of the period 1909-1913 :— 


{ 








Area Yield. 
(In Thousand {In Thousand Metric 
Hectares . Tons.) 
Average Average | e 
1909. ° 1924. 1925. | 3499.13 | 1924. | 1925. 
MMOL -cccuuedesswnc 3,580 3,172 |3.301 4,085 1, 917 2.847 
MOR sss rcsankeeeae basi 491 , 271 270 470 | 151 206 
OES ETERS 1,366 (1,851 1,704 1,375 670 1,026 
De --ccndancahaainias 875 (1,237 1,185 905 | 610 764 
BOO Sook ckeabe sue <s 3,908 (3,621 3,931 | 5,175 (3,949 4,457 
ee ee aa | 189 | 186 i 11,669 1,559 
Sagar beet... s.0.s00.0. ee 54) 58 873. 1,177 
Tobacco 31! 37 21 16 





The area down to the five principal cereals last year was 
actually up to that of our pre-war average, though the crop 
was considerably smaller. This was least noticeable 1 
the case of maize (86 per cent.), most striking in that vi 
rye and wheat (44 per cent. and 7o per cent. respectively). 
While both 1924 and 1925 were but indifferent harvest 
years, it would seems as though the crop this year is a 
bumper one. It would be unwise, however, to accept the 
large estimates of the exportable surplus which are now 
current, at their face value, since it would seem virtually 
impossible for the railways and ports of the country to 
handle anything like five million tons of cereals. This 
question of transport virtually dominates the whole export 
position, and a speeding up of the process of railway re- 
construction and new building—which, of course, implies 
a considerable capital outlay—is a matter of the very 
greatest urgency. 

After agriculture, the principal economic resource 0! 
Roumania at present is oil. Here really remarkable pre- 
gress has been made in the last seven years. 


Om (Thousand Tons). 


Year. Production. Exports. Year. Production. Exports. 
1913.... 1,886 .. 1,005 .... 1922 .. 1,373 430 
1919.... 920 .. SD .s.. 1925 .... i,0l2 384 
1920.... 1,034 247 .... 1924 . 1,860 .. 436 
1921.... 1,163 S62 .... 1925 .... 2514 .. 785 
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The destruction of oil-wells by a British mission during 
the war will still be remembered. Although the Germans 
during their occupation worked very hard to restore this 
area to production, the actual output in 1919 was still 
under half that of the pre-war record year, 1913. It is 
interesting to note, however, that this figure was almost 
reached in 1924, and easily outdistanced last year. This 
was due, not merely to the recovery in the principal pro- 
ducing district of Prahova, but also to rapid development 
in what is almost a new region, that of Ddmbovitsa. 
Further details of the character of the exports will be 
found in the following table : 





Ot Exports (Thousand Tons). 


1913. 1924. 1925. 
COMBS OE 600.0640 584K5% ius 269 .. BO ke és 
Refined oil ........ waceiaea sie 4281 .. 2120 .. 3298 
a ee rere ee 2417 .. 1626 .. 265:2 
Mincrel Oils... .s2csscceee “~ 78 .. 266 .. 418 
Petrol residues ..... jweeews 3008 .. 33:7 .. 1463 


. 10053 .. 4359 .. 7831 





BOM 6650460 SR eR eRTSe 


Value in million gold lei .... 141 ee 00 -- 142 
(approx.) (approx.) 








The nature of the oil products exported last year, as com- 
pared with 1913, would suggest that the reduction in 
exports is not nearly so marked as the mere totals seem 
toimply. As in the case of cereals, however, further pro- 
gress in exports is dependent upon improved transport 
facilities. It should, nevertheless, not be forgotten that 
the home market for oil is now much greater than it was, 
though it seems not impossible that production should in- 
crease even more rapidly than consumption in the near 
future. 

A few words seem necessary as to the conditions under 
which the Roumanian oil industry has been financed. At 
the beginning of 1916 approximately 456 million lei had 
been invested, and, of this, only some 25 millions was in 
Roumanian hands. After the war every effort was made 
to increase the participation of home interests. The State, 
as we have seen, expropriated millions of acres of land, 
which was, in turn, subdivided among the peasantry. 
Mineral and other rights to the subsoil, however, the State 
reserved for itself. (Article 19 of the Constitution of 
1922.) The conditions under which concessions should be 
given were embodied in a special mining law, promul- 
gated in July, 1924. To acquire a concession a company 
must be constituted in accordance with Roumanian law. 
Its capital must be held as to 60 per cent. by Roumanian 
nationals, though in the case of existing concerns which 
undertake to ‘* Roumanise ’’ themselves within 10 years, 
this quota is reduced to 55 per cent. Two-thirds of its 
directors, together with the president, must be Roumanian 
nationals. Moreover, 75 per cent. of the employees must 
also be Roumanians. It should be pointed out that this 
law applies to new concessions. Those already existing at 
the date of its promulgation, provided they were actually 
being exploited, were to continue in force for as long as 
they had to run. 

It is not surprising that this legislation should have met 
with vigorous protests from foreign groups interested in 
the Roumanian oilfields. The mining law, however, has 
remained on the statute books, though its application has 
not been without interest, in view of the shortage of capital 
in Roumanian hands. Foreign interests have worked 
through Roumanian companies, and ‘‘men of straw ’”’ 
have been discovered whose official existence brings the 
undertakings within the letter of the law. The increase 
in output last year shows that, in practice, the flow of 
capital into the industry has not been seriously checked. 

The foreign trade of the country has developed as fol- 
lows of recent years :— 


| Quantities. Values. 
Year. | (Thousand Tons.) (Million Lei.) 








[Imports |Exports Imports .|Exports. Balance. 





—_——__ - _— =| 





eye we...) 1,347 | 4,569 | 590 | 671 + 81 
7 weeceeee. 615 | 2713 12145) 8,263 — 3,882 
SAR peaeeess | 5684 | 4070 12325 14,039 + 1,714 
OO ete ie atlas .... 703 | 4,878 19,713 24,373 + 4,660 
ee a tenkil ae 4.731 | 26,192 27,824 + 1,632 
RET: | 926 | 4,615 30,098 | 29,025 — 1,07; 





BANQUE DE CREDIT 
ROUMAIN 


(Founded 1888). 


Head Office - - Bucharest. 


Tel. adresse: ‘Bancredit, Bucharest.” 


Capital - Lei 125,000,000 
Reserve Fund - Lei 135,000,000 


Branches: 


Braila, Galati, Constanta, Cernauti. 


Principal Correspondents; 


LONDON : Barclays Bank Ltd.; Midland Bank Ltd.; 
Westminster Bank Ltd.; Banque Belge pour |’Etranger ; 
Glyn, Mills & Co.; Kleinwort, Sons & Co.; J. Henry 
Schroder & Co. 

NEW YORK: National City Bank of New York; 


International Acceptance Bank, Inc. ; Banque Belge 
pour |’Etranger. 


PARIS : Banque de Paris et des Pays-Bas; Banque 
des Pays de l'Europe Centrale ; Crédit Lyonnais ; 
Société Générale pour favoriser, &c. 


All Banking Transactions. 





BANCA FRANCO 
ROMANA. 


De Commerce & Industrie Societe Anonyme 
Etablie Juin, 1914. 


Capital autorisé - 120,000,000 Lei 
Capital verse - 80,000,000 ,, 


Réserve - * 15,000,000 99 


SIEGE SOCIAL, 


5, Rue Bursei, Bucarest, Roumanie. 
Adresse telegraphique: ‘‘ FRANCOBANK.” 


SUCURSALES ET AGENCES: 


Alexandria, Caracal, Campina, Cernauti, 
Constanta, Gaesti, Giurgiu, Orsova, 
Panciu, Ploesti, Rosiori de Vede, Silistra, 
Sinaia, Slantina, Slobozia, Timisoara 
Turnu, Magurele, Corabia, Costesti, 
Draganesti, Faurei, Mizil, | Moreni, 
Urziceni, Vida, Zimnicea. 
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HUNGARIAN GENERAL CREDITBANK 


Founded 1867. Telegrams : CREDIT. 





Share Capital and Reserves 
approximately 65,000,000 Pengo 


The Institution, established in 1867, by means of its constantly developing banking 
activity, based on broad foundations, and by means of undertakings belonging to its sphere 
of interest and covering almost all lines of production, such as industry, commerce, 
agriculture, as well as transport, has always played a prominent role in the general economic 
life of Hungary, as well as in the credit life of the country. 










The Creditbank, as the leader of the so-called Rothschild group, in its capacity of 
managing credit transactions involving the State, has caused the various loans of the 
Hungarian State to be listed on many money markets of Europe. It has also prominently 
co-operated in placing the Bonds of the Capital City of Budapest, as well as other public 
bonds, and lately, in 1926, in the case of the Loan of the Hungarian Counties secured in 
London through the intermediary of the Rothschild group. The Bank has further 
participated, during the last decades of the past century, in the construction of those 
railway lines which constitute, so to say, the backbone of the present system of the Hungarian 
State Railways. 












































Besides these activities, and developing current banking business, the Bank 
preferred to organise industrial undertakings and to reorganise in their financial affairs 
those already existing, and thus not only has the economic life of the country been 
enriched by a whole line of well-founded and flourishing enterprises, but also the 
Institution has acquired the greatest Hungarian Industrial Concern. This circumstance 
ensures for the Hungarian General Creditbank a far-reaching expansion and a very 
strong position. 





Of the undertakings belonging to the sphere of activity of the Bank, which represent 
almost all lines of industry, commerce, agriculture and transport, the following deserve 
special mentioning :— 


Ganz & Co., Danubius, Machine and Railway Carriage Manufacturing and Ship- 
building Co., Ltd. ; 

Ganz Electricity Co., Ltd. ; 

Small Arms and Machine Factory Co., Ltd. ; 

Hungarian Sugar Industry Co., Ltd. ; 

Agricultural Industry Co., Ltd. ; 

Hungarian General Colliery Co., Ltd. ; 

Hungarian Coal Mining Co., Ltd., of the Urikany-Zsil Valley ; 

Beocsiner Cement Factory Union Co., Ltd. ; 

Mineral Oil Refining Co., Ltd. ; 

*“Tabacus”’ Tobacco Trading Co., Ltd., formerly M. L. Herzog & Co., Cavalla ; 

Hungarian Levante Sea Navigation Co., Ltd. ; 

Royal Hungarian River and Sea Navigation Co., Ltd. ; 

First Hungarian Rice Mill and Rice Starch Manufacturing Co., Ltd., in Fiume ; 

Hungarian Cotton Industry Co., Ltd. ; 

First Hungarian Worsted Spinning and Weaving Factory Co., Ltd. 






Special mention should be made of the broadly developed branch system of the 
Institution which is joined by a great number of Home and Foreign financial institutions 
belonging to the sphere of interest of the Bank; further, the goods departments of the 
Institution, such as grain, sugar, coal and wool, must also not be forgotten. 


Sept. 18, 
1926. 
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Before the war Roumania, as a large exporter of cereals 
and oil, almost always enjoyed a favourable balance of 
trade. In 1919 the position was reversed, and Roumania 
actually became a cereal-importing country. From 1922 
to 1924 inclusive, however, there was a considerable sur- 
plus of exports, though last year this had changed into a 
small excess of imports. It seems virtually certain that 
the situation in this present year will once again be favour- 
able. 

Textiles—raw cotton, cotton goods, and woollens—to- 
gether account for well over one-third of the imports, 
metals and metal products taking the second place with, 
approximately, 20 per cent. of the total. On the export 
side come cereals (44 per cent. of the total in 1924, though 
only 25 per cent. last year); timber (say 20 per cent.), oil 
(20 per cent.), and animals and animal products (from 1o 
to.15 per cent.). The timber resources of the country are 
very considerable—forests covering approximately a 
quarter of the total area—and should prove an important 
article of export. Before the war the old kingdom of 
Roumania was approximately self-suflicing in animals and 
animal products. With the addition of Transylvania, 
however, this item may well loom larger in the export 
figures in the near future. 


V.—BULGARIA. 


The political situation in Bulgaria after the termination 
of hostilities was one of considerable difficulty. The un- 
successful outcome of the war completely discredited not 
only King Ferdinand, but also all those politicians who 
had identified themselves with his régime. In their place 
the peasant party came to the fore, under the leadership 
of the masterful, but somewhat unscrupulous Prime 
Minister, M. Stambouliski. The abuses of the new order, 
however, naturally provoked a_ reaction amongst the 
‘intellectuals ’’ and the town dwellers, and when the 
peasant dictator lost the support of the Macedonian irre- 
dentists, owing, largely, to his advocacy of a close under- 
standing with the Serbs, his doom was sealed. His 
assassination in the early summer of 1923 led to the estab- 
lishment of a ‘* bourgeois ’’ Government under the leader- 
ship of Professor Tsankoff. Unfortunately, the political 


pendulum had merely swung from one extreme to the 
other, and, although it did much in the interests of 


financial reconstruction, the new Government indulged in 
political repression of too drastic a nature to enable it to 
carry through that policy of national reconciliation which 
Was so obviously essential to this, the smallest of the 
Danubian States. Accordingly, at the beginning of this 
vear, M. Tsankoff and his Government made way for M. 
Liaptcheff, who is, incidentally, himself of Macedonian 
origin and a moderate. His policy may be described as one 
of amnesty and forgetfulness. He has already achieved 
much in this direction, but his extraction has combined 
with the activities of Macedonian komitajis to make his 
Government suspect to the neighbouring States. ‘‘ Inter- 
national incidents’? between Bulgaria and Serbia in 
particular, and, to a lesser extent, between Bulgaria and 
Greece and Roumania, have been of regrettably frequent 
occurrence recently, best here, as in so many other re- 
spects, the possibility of an appeal to the League of 
Nations has acted as a powerful moderating influence. 

The process of financial consolidation, to which refer- 
ence has already been made in our section on currency 
Stabilisation, is further illustrated by the following figures 
of actual budgetary receipts and expenditure. 


(In Millions of Leva.) 


Year. Receipts. Expenditure. Balance. 
EE ooee 224 .. 292 .. — _ 68 
1920-21 .............. 2,006 .. 3,235 .. — 1,227 
SEED ¢n00essess wee 2,844 1. 4,380 .. — 1,536 
1922-23 ...cccccccsece 4,483 .. 4212 .. + 211 
MEME onturees access 5,357 .. 5147 .. + 210 
STENTS 2. cccccecscece 6,855 .. 5898 .. + 959 


While every effort has been made to reduce the expendi- 
ture side of the Budget, including an attempt at a progres- 
sive reduction in the number of officials, it will be seen 
that budget tary equilibrium has been established thanks 
to the increase in revenue which has followed upon the 
stabilisation of the lev. 

In a land of peasant proprietors like Bulgaria, particular 
interest attaches to the statistics of agricultural pro- 
duction. 


| 
Area. Yield. 
(Thousand Hectares) (Thou. Metric Tons. ) 























1914.) 1924.) 1925.) 1914. | 1924. | 1925. 
Seiniaiiiaicnciaietsiainaiatiae . destgclinmaniee> vamaea 
Wheat ....ceeeceeeeeeess/ 1,010 996 |1,027 625! 771 |1,351 
TRO eccccccccccscccecces| 1081 ME] 1831 155, 112 | '226 
Barley ...cceeece eee vee} 225) 212] 220 | 94 | 173 | 319 
TEED scsenesseesonsesocss| SET [1 oan 110 107 | 148 
Maize .........seeeeeeee.-, 603 593| 620 776) 693} 715 
Potatoes.....sscsccceseeee) 4] 10| 13| 16| 49] 66 
Sugar bect........ seceeeee] 15} 25) 1/ 190} 400] 16 
Tobacco ....... Nieswimwenn: ee 47 | 51 13. +44) 41 


Unfortunately, there does not appear to be any statistical 
material available relating to the pre-war av erage of the 
area and production of the principal crops in Bulgaria. 
This is due largely to the territorial changes and general 
dislocation caused by the Balkan wars. The area down 
to cereals last year, however, was almost equal to that of 
1914, while, with the exception of maize, the yield during 
the past two years was decidedly superior to that of the 
last year before Bulgaria’s entry into the world war. 

The foreign trade statistics ‘of the country are sum- 
marised in the following table :— 

(In Million Leva.) 





Year. Imports. Exports. Balance. 
IGE. dcdcesensnes or Loe «: 184 .. — 15 
See) aisieeiws coccccoeee 4,037 .. 4,529 .. + 292 
BUEN ao idincse<Gausoge - 5,124 .. 3,637 .. — 1,587 
PE a ccncoecets siesce GOOF 4,902 .. — 655 
EM sslalceasnearce ina 7,291 .. 5,642 .. — 1,649 
Six months— 
TOM 00 eda co ccccvcces 3,694 .. 2,544 .. — 1,150 
1GBGccccccccecccces 2,925 2,524 .. — 401 


altogether satis- 
surplus recorded 


The picture given by these figures is not 
factory. In particular, the large import 
last year is a rather disquieting symptom. A great reduc- 
tion in peasant consumption, combined to some extent 
with a fall in the imports of luxury goods, has, however, 
resulted in a marked improvement during the first half of 
the present year. 

The principal countries with which Bulgaria carried on 
her trade during the past two years were as follows :-— 

(In Million Leva a. i.) 























Imports. Exports. 
4924. ~ 1925. 1924, 1925. 

Total. % Total. Total % |Total., % 

Germany ..........-.-. aaateae 1126 20.3 1,430 196 867| 177 {1,131 200 
ep eee ata eg 789 14211020 140 £02] 102| 771 137 
Great Britain .........seeeee: 724,130; 959 131, 2 05; 2); O5 
on: anicianunnieeca cnt 590 106 | 702 96 §31| 108| 461 82 
Czechoslovakia.............0.. 316 57/ 570, 78} 385; 78)/ 350 62 
I c ceceihisans<aessaccans 419. 75 493, 67 632/129) 311. 55 
ads cis 307-55 252! 35 205| 42! 240, 43 
al aiichiniien ds 17% 32) 199 27 225| 46/ 224 40 
Netherlands ...--.-+--.---.-.. 117-21, 193 26 131| 27! 242 43 
Other countries s.csecececces. 993 179 1,473 204 1,398 | 286 1.884 | 333 
—E —————EeE Ss sl ea oD 
ii se ...++1 5,557 100 | 7,291 | 100 4,902 | 100 |5,642 | 100 





It will be seen that trade with the other Danubian States 
plays only a relatively small part in the imports and ex- 
ports of Bulgaria. The natural outlet of the country is the 
sea—which at present means the Black Sea only, since the 
prospect of a strip leading to the 42gean, which was held 
out in the Treaty of Neuilly, and which would be of the 
greatest service in developing the trade of the southern 
regions of the country, has failed to materialise. 

In the main the re-establishment of budgetary 
equilibrium and the stabilisation of the currency, together 
with improvements in agricultural production and foreign 
trade, provide a most gratifying picture of economic re- 
construction. There remains, however, one very diffi- 
cult problem which not only threatens to compromise the 
success of this work, but also makes it hard to maintain 
peace within the country and good relations with the 
neighbouring States. We refer, of course, to the large 
numbers of refugees who have come to Bulgaria, w hether 
from Jugoslavia, Greece, or Roumania. Since 1913 
nearly 52,000 refugee families—say, 220,000 persons, 
of whom 116,000 are capable of working—have arrived 
in the country. Of these approximately 30,000 workers 
have already been definitely settled, either by the Bul- 
garian Government, or through their own resources, 
and another 25,000 could probably be established in 
urban districts with the aid of partial assistance from 
the Government. The crux of the present problem, 
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therefore, is the manner in which the remaining 30,000 
families of agriculturists (say 60,000 workers, or 
120,000 in all) can be settled on the land. Left to its 
own resources, it would seem fairly obvious that the 
financial position of the country would effectively pre- 
vent Bulgaria from solving this most difficult question. 
An appeal was accordingly made to the League of Nations 
last May, and the Financial Committee, after hearing 
evidence carefully collected on the spot, issued a report on 
June gth. The essence of their scheme, which was 
adopted by the Council of the League on the following 
day, may be summarised as follows :— 

(a) ‘‘ For the purpose in view, a loan giving a net yield 
equivalent to not more than 2} million pounds. sterling 
would be sufficient. 

(b) ‘* This sum should be devoted as to about two- 
thirds to the provision of houses, initial equipment, and 
advances, and as to one-third to the preparation of land, 
so as to make it suitable for settlement, and communica- 
tion.’”’ 

(c) ‘‘ While the exact terms of the loan would be for 
arrangement between the Government and the lenders,”’ 
the Committee regards it as necessary that :— 

(1) A satisfactory agreement should be negotiated with 
the bondholders of the pre-war loans ; and 

(2) That the statutes of the National Bank should be so 
modified as ‘‘to bring them into conformity with the 
best principles of central banking.’’ Further details in 
this latter connection ‘‘ could be discussed in due course 
with the Committee.”’ 

(d) *‘ The refugee loan would have to be secured by a 
first charge on adequate specific revenues......... such as 
the excises on salt and alcohol, and the match monopolyv.”’ 

(e) The product of the loan should be subject to the 
independent control of an agent appointed by the League ; 
while the revenues assigned to the service of the loan 
should be controlled, through a local representative, by 
trustees also to be appointed by the Council. 

(f) Finally, as the work is urgent, and the loan, even 
with the blessing of the League, will take some time to 
float, an advance of about £400,000 should be made 
available immediately. 

Unfortunately, the acceptance of this draft scheme by 
the Council aroused the suspicions of certain of Bulgaria’s 
neighbours. In particular, the Jugoslay Government, in 
a memorandum sent to Geneva, suggested that the num- 
ber of refugees in Bulgaria had been greatly exaggerated 
and that the proceeds of the proposed loan, while re- 
lieving the Bulgarian Government of certain financial 
burdens, would enable it to finance the building of strate- 
gic railways and thus menace the status quo in the Bal- 
kans. The delegates of Roumania, Jugoslavia and Greece 
at Geneva even went so far as to claim representation 
for their Governments on the Commission of Control of 
the Loan in order to ensure that the proceeds should be 
applied solely for the purposes of relief. To this M. 
Bouroff, the Bulgarian Foreign Minister replied, in a 
speech in the Sobranye, that his Government would forgo 
the loan rather than undertake to submit to the financial 
control of the neighbouring States. A deadlock was 
avoided by the action of the Council of the League. It 
decided that there should be no Commission of Control, 
though it would always remain open to the interested 
Governments to make representations to the League Com- 
missioner or, in addition, to bring any complaints before 
the Council of the League itself. 

With the political difficulties thus smoothed over, nego- 
tiations for an agreement with the pre-war bondholders 
had already proceeded far enough last month to enable 
the Bank of England to advance the sum of £400,000 
to the National Bank of Bulgaria for the purchase of 
seed corn for the autumn sowings of the refugees. An 
agreement, moreover, was recently signed at Geneva 
by the Bulgarian Finance Minister, M. Molloff, with repre- 
sentatives of the bondholders, which secures better terms 
than those offered hitherto. When formal approval has 
been given to this settlement by the Bulgarian Government 
and the bondholders, and it has further been approved 
by the Bulgarian Sobranye, the most important outstand- 
ing difficulty in the way of the flotation of the loan will 
have been overcome. ‘The change in the status of the 
National Bank will not be difficult to arrange, ‘and 
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nothing now seems likely to prevent the passing of legis- 
lation guaranteeing the service of the loan. 

This new League scheme offers the possibility of 
settling once and for all one of the most difficult problems 
now facing South-Eastern Europe, and promises, with 
international co-operation and advice, to complete the 
work of reconstruction in a country which has already 
done very much to help itself. 


VI.—_JUGOSLAVIA. 


Down to the year 1918 the various branches of the 
Southern Slav people—Serbs, Croats, and Slovenes—had 
never been united together in one State. It is not surpris- 
ing, therefore, that the formation of the Triune Kingdom, 
while itself the greatest event in Jugoslav history, should 
nevertheless fail to satisfy every local and regional wish. 
It had been achieved, thanks, primarily, to the Serbs, to 
whom it appeared, not altogether unnaturally, as a Greater 
Serbia. The Croats and the Slovenes, on the other hand, 
with a mentality and political psychology formed on the 
Cetitral European model, had traditions of their own which 
did not always fit in with Serb aspirations. 

Immediately after the war the reins—and, with them. 
the fruits—of office fell to the Serbs ; while the Croats, and 
more especially the Croat peasant party, under the leader- 
ship of M. Raditch, felt themselves left out in the cold. 
After several years of complicated manceuvrings, the 
Croats gradually came to realise the futility of a policy 
of abstention and negation, and prepared to co-operate 
with the Serbian Radicals, and their veteran leader, M. 
Pashitch. The political marriage was solemnised last 
year, and ever since, observers, both inside the country and 
out, have been wondering how long it could possibly last. 
There have been indiscretions and rumours in plenty, and, 
last April, the Radical Prime Minister, M. Pashitch, and 
with him, the Radical Finance Minister, M. Stojadinovic, 
both resigned from the Government. The continuance in 
power of the ruling coalition has thus been made dependent 
upon their continuing to receive the Parliamentary support 
of the Radical party. It is too soon to say that anything 
like a final understanding has been reached between 
the political representatives of the different sections of 
the Southern Slav people. It is true, however, that 
they have begun to co-operate, and are all slowly 
adjusting themselves to the idea of the nation-State. 
Foreign relations also prove a bond of union, and, 


with them, the gradual development of a national 
economy. It is, indeed, in the economic rather than 
in the political sphere that the most noticeable im- 


provements have taken place. The Budget has _ been 
balanced ; the currency is virtually stabilised ; agricultura! 
production has expanded, and considerable progress has 
been made in adapting the old railway system to the new 
needs of the country. 

There has been, perhaps, a certain element of good 
fortune in the record of Jugoslav agriculture of recent 
years. The harvests of 1924 and 1925 were particularly 
favoured by the weather, and this, in the case of the 
former year, was the first occasion on which the sowings 
of wheat and maize were up to pre-war standards. It 
must, however, be admitted that, in the absence of any 
official estimates, the pre-war averages given below can 
only be regarded as the merest approximations. The 
margin of error may, indeed, be considerable. 


Area. Yield. 
(Thousand Hectares.) (Thou. Metric Tons.) 





Pre-War 4994 | 1995, Pre-War 1924, 1925. 














Approx. | Approx. 
Wheat ........ on wed 1,600 1,717 | 1,773 1,800 1,572 | 2,240 
Deb N64s aN eendee sees 190 195 | 199 190 141, 214 
Barley ..... cocscces.| S00 364 | 357 300 293 400 
Oats ...... cocccesess| 353 | 346 430 302 _ 368 
BNE sc ccscencscvenes 1,900 1,965 |2,113 3,200 3,795 3,791 
Potatoes..sceesseceeee 2218 | 231, 2 «(1,027 1,224 
Sugar beet......... ees ? 48 55 | ? '1,063 | 511 
ee eee ? 35 15/1 9 ' 36 12 


figures for 1924 and 1925, and those before the war, it is 
beyond dispute that they mark an enormous advance on 
those of the years which immediately preceded. This has 
naturally affected the foreign trade returns of the country, 
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which have undergone a complete transformation during It is interesting to note that there has been, on the 


the past seven years, as the following table shows :— 


—Quantities—_.  — 


Values. 
Thousand Tons. 


Millions of Gold Diners. 


Year. oe. Exports. Imports. Exports. Balance. 
. ae e- 383 .. 712-2 = 1640 -» 5482 
REED  nésees0s 440 «» 915 .. T7469 .. 2846 .. 4623 
Dl <asnsewe 734 .. 1584 .. 5381 .. 3212 .. 2169 
—————E— 1,232 .. 2,214 .. 4523 2592 .. 193-1 
1923 ........ 1123 .. 3,026 .. 493-4 4779 .. 155 
Pe 1,128 .. 3,916 .. 5786 6713. 92:7 
1925 ........ 1514 .. 4398 .. 769-1 782-4 13°3 


The import surplus diminished steadily down to 1923, to 
be followed by a favourable balance of trade in the two 
succeeding years. While both exports and imports were 
considerably higher in 1925 than in the previous year, the 

















rise in exports was less thon had been expected. This 
was due mainly to the fall in world cereal prices. The 
principal articles of foreign trade in 1925 were the 
following :— 
Imports. Exports. 
| Value | Value, 
Mill. “sy Mill. o 
Gold ” Gold - 
Dinars. Dinars. 
Cotton fabrics.... 121 | 15-7 |Maize .......... 181 23:1 
Woollen fabrics .. 54 7:0 |Wood(forbuilding)) 98 12°6 
Cotton yarns .... 35 Sp BH ose tienscsee 53 68 
Machinery, &c. ... 32 $2 [Wheat 2.06.2... 44 5°6 
Iron goods ...... | $l 4:0 \Live cattle ...... 37 47 





The most important markets for Jugoslav produce are the 
neighbouring countries of Austria and Italy; these two, 
together with Czechoslovakia, also prov ide most of the 
goods imported into the country. Some idea of the per- 
centual share of the principal countries trading with the 
Southern Slay State is given in the next table :— 





———Imports.——~ - Exports. ——~ 
1923. 1924. 1925. 1923. 1924. 1925. 
% % % % % % 

Austria ...... eoes 269 .. 198 .. 183 .. 28:9 .. 24-5 .. 185 
Czechoslovakia .... 185 .. 201 ..178.. 78.. 99.. 9-4 
Hungary ....... coe. Pe Bo o BD oo SSB .. 19... Si 
Greece soccce-.0e-- 20.. 32.. 30.. 57... TL... 74 
Italy ...... eae ee 17-7 1. 205 .. 188 .. 28:7 .. 288 .. 253 
[NOT cc cbesone oT. O62. 1%. 6. HH. FH 
Great Britain ...... 39 . . 106 s BE os Phos Es 


While British exports to Jugoslavia were greater in 1925 
than in any earlier year, their relative position has de- 
clined, while that of Germany has improved. Down to 
1924 something over 4o per cent. of Jugoslav trade was 
done with the other Succession States. The item ‘‘ Ex- 
ports down the Danube via Braila and Roumania,’’ which 
appeared in the trade returns for the first time last year, 
makes it difficult to identify the ultimate destination of 
nearly 14 per cent. of the total exports of the country. 


PART III. 
THE FUTURE OF RECONSTRUCTION. 


Our survey of the Danubian countries has shown that 
much has already been accomplished towards _ restoring 
more normal conditions in almost every branch of national 
activity. In the political sphere, the new order established 
by the Peace Treaties has already come to be accepted as 
the basis of further progress. Seven years ago it was 
regarded by many as a very dubious experiment which 
seemed foredooomed to failure. Adherents of the old 
order existed in considerable numbers in almost all the 
countries concerned, and many were prepared to advocate 
an appeal to force in order to overthrow the Treaty settle- 
ment itself. This state of mind has slowly disappeared, 
and irredentism is now on the wane. The actual danger of 
warlike operations was largely countered by the creation 
of the Little Entente. In origin this was merely a league 
of three new national States organised to defend their 
very existence as States. In fact, it has proved itself to 
be an association of countries co-operating on many ques- 
tions and frequently representing, as a group, a point of 
view more moderate than that of certain of its individual 
members. 


wf 


- _ 


whole, a marked change of opinion in Hungary, a country 
to which the Treaty settlement was most unwelcome. 
Although cases like the famous forgeries trial this year 
have shown that irredentism is still far from dead, there 
seems to be a growing body of opinion in the country 
which accepts the new order as a compromise, unwel: ome 


though it be, which can nevertheless be made to work. 


The spirit of sweet reasonableness has also been 
fostered in considerable measure by the League of 
Nations. Quite apart from its special activities in this 


part of the world, the League is of the greatest importance 
as a moderating influence, if only because it provides an 
international forum in which these various peoples are all 
represented. The creation of relatively small national 
States calls for a larger and more comprehensive body. 
The League thus appears as a necessary corollary of the 
Treaty settlement. It provides a bond of union, and 
enables States which may be divided in their local interests 
to co-operate in the wider sphere of world affairs. 

The direct political réle of the League is, of course, 
closely circumscribed. In particular, there have proved 
to be many practical limitations to the application of the 
Treaties which aim at the protection of minorities. 
in purely political matters, however, much has been done 
to smooth over frontier disputes like those which have 
arisen between Bulgaria and Greece, 


Even 


while the very exist- 
ence of an international tribunal to which recourse might 
be had, has done something to moderate the more extreme 
claims of ardent nationalism. 

In the 


followed 


the chaotic 
upon the 
have already given place to a much more ordered state of 
affairs. The of Austria and 
been brought on to a new gold basis, and seem to be 
amply covered by the the national 
Czechoslovakia, the pioneer of currency reform in this part 


economic sphere conditions which 


immediately conclusion of hostilities 


currencies Hungary have 


reserves of banks. 
of Europe, has long enjoyed a stable exchange, and in this 
it has been followed by Bulgaria and Jugoslavia. The 
wisdom of a policy of stabilisation has been amply estab- 
lished, and there are reasons for hoping that Roumania 
will now soon follow suit. 
life 
It has not always 


No branch of economic was more disordered seven 
years ago than transport. 
to make good the ravages of war, while the creation 
of new frontiers of itself necessitated an 
new orientation of the railways of the region. This has 
all taken time, and, as one proceeds eastwards, one 
realises only too easily how much still remains to be done. 
A comparison between conditions as they were in 1919 
and as they are at the present day, however, will show at 
once that enormous progress has already been achieved. 

Above all other economic considerations, however, 
is the fact that agricultural production has now 
at last returned to something very near the pre-war level. 
This is obviously of the greatest importance, 
agriculture is, and seems long destined to remain, 
the leading industry of South-Eastern Europe. Con- 
ditions are, of course, still very primitive in many 
parts of the region, and _ production, even before 
the war, was as nothing compared with what it might be- 
come if more scientific methods of agriculture were 
employed. Nevertheless, the ravages of war seem, at last, 
to have been made good, and this during a period when 
social and political considerations led to a wholesale 
redistribution of landownership in several of the 
Danubian States. 

If we turn to the various branches of industrial produc- 
tion proper, the progress already achieved is only too 
liable to be obscured by the considerable volume of un- 
employment still prevailing in Austria and, t6 a lesser 
extent, in Czechoslovakia and Hungary. The picture, 
however, is in many respects typical of the economic 
life of the region as a whole. Much has been done to 
create a series of semi-self-sufficing units, which are 
prosperous enough up toa point. [Further progress can 


been easy 


entirely 


since 
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only be registered when the possibilities of greater pro- 
duction are to hand. These imply, firstly, a larger 
volume of capital available for investment at rates which 
are not prohibitive. In this direction the situation has 
improved very markedly of recent years, thanks largely 
to the advent of foreign’ capital seeking investment in this 
part of the world. There is, however, still room for 
improvement, and, in particular, for an increase in the 
habit of saving, which suffered enormously as a conse- 
quence of the false prosperity of the inflationary period. 
Even more important, however, is the fact that greater 
production in these States necessarily implies a greater 
exchange of goods, and for this it is essential that the 
hindrances which still hamper trade should be removed. 

The really important question which arises in any dis- 
cussion as to the future course of economic development 
in South-Eastern Europe is, therefore, this. Are the 
States concerned satisfied with the limited—though un- 
doubted—progress which has already been achieved on 
the basis of a restricted home market, or will they con- 
sider seriously the supreme need of developing their re- 
sources to the fullest possible extent, even though this 
implies a considerable measure of international co-opera- 
tion and closer economic collaboration towards the common 
end? It may, perhaps, be worth indicating very briefly 
some of the most important questions that await solution 
if the principal obstacles which now retard further 
progress are to be removed. 

Currency reform may be taken as representing one of 
the most successful chapters in the history of recent 
economic reconstruction. It should not be forgotten, 
however, that whereas there were only two currency units 
circulating in the whole Danubian area before the war— 
the crown and the equivalent of the franc (leu, dinar, or 
lev)—there are now six distinct currency units in circula- 
tion. In one case, at any rate, it would seem as though 
the ratio for the conversion of the old and discredited 
paper crowns into the new currency had been chosen 
with the deliberate aim of making the new unit as differ- 
ent as possible from that adopted in a neighbouring State. 
From the broader world point of view, the very existence 
of all these separ ite Currency units cannot but appear as 
a hindrance to trade. Some form of co-operation on lines 
similar to the monetary unions of pre-war days would 
obviously assist greatly in easing this situation. 

Closely connected with the regulation of the currency 
is the question of the status and functions of the national 
banks of these Danubian States. It has now come to be 
recognised fairly generally that, in accordance with the 
best banking practice, the central bank of issue of 
country should be, so far as possible, independent of the 
Government. Only thus can the note issue be safeguarded 
against inroads on the part of the Treasury, and, there- 
fore, only thus can the currency and the Budget be main- 
tained on a sound basis. In South-Eastern Europe, how- 
ever, the traditions of pre-war days and the situation 
immediately after the conclusion of hostilities alike mili- 
tated against the ready acceptance of this doctrine. 
To-day the only Danubian States in which the indepen- 
dence of the national bank is adequately safeguarded are 
those in which the League has been directly and actively 
interested. In Austria and in Hungary the independence 
of the new banks of issue was a preliminary condition of 
financial reconstruction ; and a similar clause has also been 
inserted in the refugee loan agreement recently concluded 
With Bulgaria. In addition to ensuring the independent 
status of the various national banks, it seems fairly clear 
that the restoration of more normal conditions in the 
general economic life of the world necessarily implies a 
fairly close co-operation between the various national 
banks themselves. In the case of the three countries 
mentioned, the association of the national banks with the 
Bank of England has been assured almost automatically. 
There are now signs that the advantages likely to accrue 
to all parties from co-operation of this kind are not alto- 
gether lost on financial circles in one, at least, of the other 
three countries, and further developments in this direction 
may not be much longer delayed. Here, then, a closer 


Co-operation of the various national banks of the Danubian 
States with one another and with the principal financial 
institutions of the world should prove of great assistance 
in the general work of reconstruction and economic con- 
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solidation. The problems involved are wider than those 
of any one particular region, and it would indeed be 
regrettable if considerations of nationalistic pride in its 
narrowest forms should check a movement which is so 
essential to the world at large. 

In the matter of transport, again, much could be 
achieved by still closer collaboration between the interested 
parties. The Danube could only perform the réle of a 
great international highway, which seems indicated for it 
by nature, if and when the various riparian States are 
prepared to work closely together with this end in view. 
Similarly, there is still room for closer co-operation 
between these States in questions of railway rates and the 
solution of general transport problems. Here, too, 
reference should be made to the need for comprehensive 
programmes of road construction and improvenient, which, 
in a country like Austria, for example, would do much to 
encourage the tourist traffic; and even more, perhaps, to 
the desirability of simplifying the burdensome formalities 
which are still associated with passports and visas in this 
part of the world. 

Nothing, however, is quite so important as the need for 
a change in the general attitude still prevailing towards 
the many direct hindrances to trade, such as Customs 
duties and the various legal requirements which are 
connected therewith. The ultimate interests of all 
parties concerned call for greater and more efficient 
production, and this in turn implies a greater volume 
of foreign trade. If this is true as a general pro- 
position, it is doubly so in the case of a region with 
the economic traditions of the former Austro-Hungarian 
Empire behind it. Certain of these countries, as we 
have seen, are very largely interdependent and 
complementary to one another. Political considerations 
make a Danubian Customs Union (Zollverein) an impossi- 
bility at the moment. It obviously could not be made to 
embrace all the Succession States—including Italy and 
Poland—while the trade interests of the countries of the 
Lower Danube would not always be easy to bring into 
line with those of the three States to the North and the 
West. Even the Peace Treaty, however, envisaged the 
possibility of some such union between the three new 
States of Austria, Czechoslovakia, and Hungary, though 
this has failed to materialise during the period of five years 
in which the Signatory Powers declared that they would 
not regard any such move as infringing rights that might 
be enjoyed by them in virtue of the most-favoured nation 
clause. Whether the particular needs of this group of 
States will ultimately find expression in some such con- 
crete form or no, however, it does seem essential that two 
conditions should be fulfilled in the tariff policy of all the 
Danubian States. On the one hand the network of com- 
mercial treaties already existing should be extended and 
amplified ; and on the other the general level of duties, 
which is now almost unbelievably high, should be very 
substantially reduced. 


Without further and closer co-operation on these and 
similar lines, it seems highly unlikely that the undoubtedly 
great resources of the Danubian basin can be developed 
much further than they are at present. The greater well- 
being enjoyed to-day is due in large measure to the 
abolition of those prohibitions of imports and exports 
which made the first period of reconstruction at once so 
difficult and so long. The second period begins under 
better auspices. It is no longer held to be unpatriotic to 
refer to ideas such as the community of interests existing 
between the several States. People are slowly coming 
together to discuss economic questions in their bearings 


on Central and South Central Europe as a 
whole. Problems that were once regarded’ as 
being purely political are now slowly returning to 


the domain of the economic specialist, where they 
more properly belong. The story of reconstruction has 
thus entered upon a new and decisive phase. In no 
Danubian country can the present economic situation 
be described as free from serious difficulties. Given the 
will to co-operate and a view extending wider than the 
proverbial village pump, there seems, however, to be no 
serious reason why enlightened self-interest should not go 
far to restore this region to that place in the world to 
which it is entitled by its great natural resources and the 
genius of its peoples. 
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THE NATIONAL BANK OF 
ROUMANIA. 


(BANCA NATIONALA A ROMANIED). 


The National Bank of Roumania was founded, by a law of 
April 17, 1880, with a capital of 30 million lei, of which only 
Two-thirds 


of this amount were obtained by public subscription, the remainder 


12 million lei were paid up on its establishment. 
being provided by the State. In 1901 the State sold its shares. 
Since that date the whole of the capital of the National Bank of 
Rcumania has been in the hands of the public. The National 
Bank obtained the exclusive right of issuing bank notes, which 
had to be covered by assets that could easily be realised. The 
Bank was obliged to have a metallic reserve of gold equal to at 


least 40 per cent.—or, in certain exceptional cases, 33 per cent.—oi 


the amount of notes issued; 30 per cent. of this metallic stock | 


could be held in the form of bills on London, Paris, Berlin, and 
Brussels. The notes themselves were convertible into gold on pre- 


sentation at the Bank. 


The activity of the National Bank of Roumania, which was 
closely connected with the general monetary policy of the country, 


can be divided into three periods :— 


(1) PRE-WAR. 


In accordance with sound financial principles, the independence 
of the Bank was always maintained—with the sole exception of a 
loan for 15 million made in 1go1—as against the needs of the 
Treasury, and the convertibility of its notes in circulation was 
likewise assured. The rate of exchange of the Roumanian currency 


was always kept at its legal parity. 


The currency situation during the 34 years which intervened 


between the founding of the National Bank and the outbreak of 








the Great War is summarised in the following table :— 


(In Millions of Lei.) 


——_——- Cover. As % of the 
Year. Gold. Bills, &c. Total. Note Issuc 


1880........ sas as Oe ie soos 50 
45 ee coon OT 

39- ses : vwee 4] 

49 

151i. oan cvee 47 


Notes in 
Circulation. 


(2) WAR PERIOD. 

The situation of the country compelled the National Bank to 
change its financial policy so as to provide assistance for the 
Government. Between 1914 and 1916, when Roumania joined the 
Allies, the Bank made several advances to the Treasury, covering 
these issues by means of the gold reserves it had built up in earlier 
years. These loans were, moreover, repaid to the Bank out of the 
proceeds of the first loan issued on the home market in April, 
1916. During the war period (1916 to 1918) the Bank granted new 
loans, which were covered either by bills held by the Bank abroad, 
or by new assets made available, thanks to the solidarity of the 
Western Allies. Two important events, however, seriously weak- 
ened the currency position of the country : 

(1) The gold reserve of the Bank was sent to Russia at the 


request and under the guarantee of the Allies, and, up to the 


| present moment, this has not been returned. 


(2) The German armies of occupation issued some 2 milliard let 
of uncovered notes, a total roughly equal to twice the note circula- 
tion of the National Bank at the time when Roumania entered the 
War. 

The note issue of the Bank itselt and the cover held changed 


as follows during these war years :— 


(In Million Lei.) 


Note Of which : 


Circula- 
tion. 


December Jlst. On Behalf of ; For Commer- 


the State. | cial Purposes. | 


120 
314 
215 
505 
1,059 
1,604 


305 
236 
134 
184 
164 
106 


762 
1,069 
1,451 
1,961 

| 2,489 





(3) POST-WAR. 

On account of her geographical situation Roumania was obliged 
to continue the war in defence of her frontiers against her old ally 
of the East, Bolshevik Russia, and against whose 
revolutionary armies were attacking her on the Theiss. 


Hungary, 


Roumania thus had to finance once again a real war at a time 
when the exhaustion caused by enemy occupation, by the Great 
War, and by the Russian army, had reduced the resources of the 
State to practically nothing. Under such circumstances the only 


way in which these new expenses could be met was by recourse to 


{——_ o Sains 


Relation 


Between the 
Cover and Total 
Circulation. 


Cover. 
Com-;|———__—- ——_ metas 


For ; 
Gold. | Bills. 


State. 


For 
merce. 


Total. 


| | 
| 62 


31 
39 
53 
39 
35 
33 


% 
20 
41 


154 
220 | 
487 
493 
493 
493 


216 
301 
568 
574 
689 
842 


80 
80 
80 
196 
348 


20 
34 
54 
64 


At the the 


unification of the currency, which was a most 


the note issue of the National Bank. same time 

urgent need, 
necessitated the conversion, not only of the notes which had been 
issued by the German army of occupation, but also of the Austro- 
Hungarian crowns and Russian roubles which were in circulation 
in her new territories. Without any addition whatsoever to the 
currency reserve, these transactions called for an increase in the 
note issue of more than 7 milliards of lei, and completely ruined 


the national currency. 


The following table shows the march of events since 1919 :— 








Sept. 38, 
met. 
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(In Million Lei.) 











| Issues, Cover. 

December 3lst. eae, et . Bills and oan a4 7 mens” 

lation. | ae = + scan | Gold. ae Total. Note Issue.* 
Cicliiimnw:) i 3,800 217 | 495 915 1410 3 
eee pare cteigiare 9,485 8,198 903 495 2,704 3,200 | 33 
BDBR cscnesives Ee 13,722 12,363 2,002 495 4,086 7,581 33 
IDES Sate ahewtensensdncics , 15,162 12,317 4,045 | 533 4,637 5,170 34 
EN er eee 17,916 11,107 6,218 | 554 5,456 6,011 33 
OO ee ae we ns 19,356 10,795 8,032 | 562 5,936 6,499 35 
BR Posada aceaneeeoaes Daas 20,136 | 10,787 9,097 | 566 6,333 6,895 34 





*It will be noticed that the cover is made up almost entirely of Treasury Bonds. 


The consequences of inflation did not take long to show them- 
selves in a disordered Budget and in the rapid fall of the national 
An energetic policy of 


currency. reduction of expenditure, a 


return to the normal working of the public services, and the 
resumption of national production, however, enabled the Govern- 
ment, by the year 1921, to carry on without having any further 
Bank. The State 
Budget was balanced in spite of the resumption of the service of 
debt and the very difficult 
addition, the Government was able to pay back over one milliard 


of lei of its debt to the National Bank. 


recourse to the note issues of the National 


the public situation. In 


currency 
When issues of notes for 
Treasury purposes had ceased the Bank was able to resume its 
normal functions, and its activities to the needs of 


commerce and the reinforcement of the cover of its note issue. 


to confine 


The results obtained as a consequence of its policy of Budget 
reform have enabled the Government to consider the possibility of 
resources for the 
floating debt of the State to the National Bank. 


acquiring the necessary repayment of the 
With this end in view, two conventions were concluded with the 


National Bank on May 19, 1925. 


The first Convention is intended to ensure the liquidation of the 
debt to the National Bank (approximately 10.7 milliards of lei) by 
annual graded payments over a period of 15, or possibly 20, vears. 
For this purpose a special liquidation fund has been set up for 
the redemption of the notes issued on behalf of the State. 
ments to this fund, which amount approximately to zoo million 
lei per annum, are to be made inde- 
pendently of Budget fluctuations. Should currency requirements 
prevent the immediate withdrawal from circulation of the amount 
deposited, this liquidation fund can serve temporarily as a cover for 
the note issue. 


Pay- 


automatically and quite 


The liquidation fund is provided as to one-third 


out of a budgetary grant representing a third of the proceeds of 
the turnover tax, and as to the balance by new resources or by 
resources of which the State has not as yet taken advantage. 

The second aim of the first Convention is the strengthening of 
the real cover of the fiduciary issue. ‘The issues of the Bank are 
divided into two categories: the covered issue, equal to four times 
the real cover held by the Bank (that is to say, a present issue 
of 4,800 million lei), and the non-covered issue, representing the 
issue of the National Bank and 


difference between the covered 


the total of notes in circulation. 


out of 
the 
its 


A ‘fund for the reinforcement of the issue’’ is created 
profits obtained from the non-covered issue, reserves that 
National Bank has already constituted by an increase of 
metallic stock (over and above the statutory reserve), and includ- 
ing a part of the amounts paid as premium to the subscription of 
the new shares of the National Bank and an allowance of 20 per 


cent. on the profits of the covered issue. 
total issue reached in 


December, 1924, save in the event of its being able to maintain 


The National Bank cannot exceed the 


the proportion of 33} per cent. of gold bills and exchange pre- 
scribed by its statutes. 

Second Convention. ‘he terms of this Convention aim at adapt- 
ing the National Bank to its new functions. 

In addition to the dispositions connected with the internal 
organisation of the Bank, the Convention extends the privilege of 
the Bank for a further 30 years, that is to say, up to 1q60. It 
also stipulates an increase of the capital of the Bank to 100 million 
of lei, of which 33.5 million are to be subscribed by the State, 


30 million are on account of the former shareholders, and 36.5 


million by new shareholders. 


Summary Statement of Position on August 28, 1926. 


Assets. 

Metallic reserve : Lei 

MORMON OMNECEE HIRIEG?  sntccusasassceyessaseusascusadavdceeeweseeassies 1.340,075,045 

TOI CUED. - wirsissccrvercnrssincenrscnimammanconanencnenioen 5,679,833, 333 

PAWEL NOL crsscuavaeswasnsacacisarseess piiadasvatetssasviiests 20,638, 381 
IND: » eiiaiitiisnasntenninnssvsnennauiaienianiiiapesalemanstemmunate 8,675,751,720 
Advances to Central Organisations of Popular Banks 

AID WEG HUI VES 66505. sonsancencosncscncavsecensnicivessseave 1,405,741,477 
RN NN cis, snecicinreneneeninpilinsabiiieinialilieiilieiaalanitlinis 164,022,577 
MOVANCEE OM DUUNC fURAS 6. os si cassesessccssrcansvncecasuesenans 592,908,727 
Advances to the State on Treasury account ............ 3,652,984,284 
Advances to the State for monetary unification ...... = ,025,991,421 
Shareholders (instalments not yet paid up) ............ 160,216,250 
PN SUNN 5s dnunsulsieischtbilleniesinaiabinaninanesacacenes 131,554,263 
I halal le laictseninnaci 045,976,127 
Re RRP eR ve as el rice Aol 2s wc vad Ras epacieiis 358,997-541 





30,154,691,146 





Liabilities. 
Lei. 

Capital .......cccccsscseccecccecerscssccssceecsesteecesscseerseressees 100,000,000 
Premium paid on new capital iSSUC .......ssseseeeeereee 365,320,000 
PROSE UO) LUN soda sas scssensicecsssscsasscnsncsssssacsonnccsscsees 65.551,406 
PmRPRGAIGR EU) sacked 6s.ss ce scscccicecccccvessonsesceccacese 184.943.358 
Bank notes in Circulation .........cccceeeeeeeeeee ee eeee eee 21,048.710,470 
PCA GD TOGO x no Sse sak snccescinnsncndnnsacccescoscvanesene 40.151.094 
EPROLESE, GC. oo cncessinsisecsssccscscccescccsecsessecscossoceceseess 85,979,716 
Current accounts, KC. ........cccccccccscsesessssccsscvescses 179,803,452 
Various Other accountS ..........cccccccscecccsssecceeseeeeees 7,700,707, 395 

Ministry of Finance: Fund for liquidation of 
advances made to the State ........c.csecseeeeceseneeeees 3772523745 
30,154,691,140 
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THE SKODA WORKS 


PRAGUE CZECHOSLOVAKIA 


(Limited Company, formerly THE SKODA WORKS, PLZEN) 
(Incorporated under the law of the State of Czechoslovakia.) 


SHARE CAPITAL (in Czech Crowns) 200,000,000 


all issued and fully paid up. 


The Company’s manufactures include one of the largest outputs in the world of steel 
ingots, castings and forgings up to 100 tons weight ; locomotives and locomotive repair 
work ; high power gas engines, steam turbines, petrol tractors, motor cars, aeroplanes and 
aeroplane engines, electric, sugar, brewery, alcohol and agricultural machinery, gear cutting 
and every description of general engineering machines. 


The Works were established in the vear 1869, and are situated on the outskirts of the town of 


Pilsen, at Hradek near Pilsen, at Mlada-Boleslav. in Prague and in Hradec, all in the state of 


Czechoslovakia. They are now believed to be the largest steel and engineering works in Europe in 
one ownership. The Company has at the present time about 24,000 emplovees. 


The Total Assets exceed £11,200,000. 


For the purpose of converting crowns into sterling the rate of exchange used is Cz. Crs. 164 to the £. 


The Company has the following Debentures outstanding, secured by Trust Deed, for which the 
Royal Exchange Assurance is Trustee :— 


£2,500,000 7} PER CENT. FIRST MORTGAGE STERLING DEBENTURES. 


Redeemable at par on or before June Ist, 1951, by annual drawings or by purchase at or under par. 
Registered in denominations of £50, £100 and £500. Interest payable Ist December and Ist June. 


There are also outstanding £678, 300 8 per cent. First Mortgage Debentures, which will be paid off 
on January Ist, 1927; the sum required for this purpose is deposited with the Trustee. 


REGISTRARS.—BRITISH & ALLIED INVESTMENT CORPORATION, LIMITED, 6, Princes Street, E.C.2. 


The following is an abstract of the Report from Messrs. Fuller, Horsey, Sons & Cassell, of 
11, Billiter Square, E.C.3, dated May 8, 1922 :— 


‘¢ THE SKODA WORKS AT PILSEN, IN OUR OPINION, IS ONE OF THE BEST ORGANISED 
AND EQUIPPED WORKS WE HAVE BEEN PRIVILEGED TO INSPECT DURING A LONG 
AND VARIED EXPERIENCE.”’’ 


Dividends paid for the past four years are as follows :— 


—— 1923 1924 1925 
10% 10% 124% 133% 


For the years 1920 to 1924 the Profits, before providing for either Depreciation or Profits Taxes, 


but after charging all expenditure incurred for maintenance of property and plant, were as follows :— 
Year. Amounts. 
£ Ss. Gd. 
cal lel eee ee 
eer 
TE aug eae, Skee eee ee ne 
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COMMERCIAL AGENTS IN UNITED KINGDOM— 
CARTERS, 6, PRINCES STREET, LONDON, E.C.2. 
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